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Financial Highlights

Dollar amounts in millions (except per share figures) r99r tg90

For the Year
Sdes , 4,977

In.9*9(os) fro- .onti*ing o (l r6;u

5e38

lggc

Per common share - Primary (1.06)b

-Fully diluted (1.06;t
!.4'
!.34'
308cNet income (loss) - common stockholders (za;t

Per common share - Primary (o.22F

-Fully diluted (o.22f
2.r9,

?.U'
138Dividends r26

Per common share r.o0 1.00

Capital expenditures 400 381

AtYear-End
Total assets | 6,826 fi 7,389

Total debt 2,442

2,239

2W
2,373UC C_s 1og$r_glders equity

Per common share r7.55 18.88

Common shares outstanding (thousands) 127,607 r25,574

61,884 63,927Number of common stockholders

Number of employees 15,705 17,722

a) Restated to reflect the proposed spin-offof the Industrial Gases business to shareholders (see Note 3 on page 32).

b) Includes an after-tax special charge of 1160 million, or S1.25 per common share primary and fully diluted, for costs associated with the Corporation's profit improvemenl
' 
program (see Note 6 oh page 34),-an dacharge of 122 million, or $0.17 per comnion share primary and fully diluted, in connecdon with the sale and wind-down ofthe
transformer retrofill seryice business of the Unison Transformer Senices subsidiary (see Note 7 on page 35).

c) Includes a charge of t86 million, or S0.61 per common share primary (t0.56 per common share fully diluted). from the sale of a 50 percent interest in the carbon
' 
products businEss (see Note 4 on page l3), largely offset by gains aggiegating t70 million, or 10.50 per common share primary (tO.46 per common share fully diluted),
irom the sale of thd primary alcolioiethoiylaies lnd polyiiticon biiinelsesind rhe Corporation's 50 percent interest in KEMET Electronics corporetion.



Chairman's Letter

nion Carbide will mark its 75th anniversary in 1992

But the company that exists today is very different from the

one that started the petrochemical industry in the 1920's

and was the conglomerate that included metals, atmo-

spheric gases, dry cell batteries, consumer products, and a

raft of other businesses at various times along the way.

The spin-off of our Industrial Gases business to share-

holders around mid-year 1992 is the last major step in the re-

structuring of the company. \7e think it's a significant plus

for Union Carbide and the gases business, and for share-

holders, who will then own shares in two sharply focused

companies instead of one hybrid.
\fith the spin-off, Union Carbide takes on a new iden-

tity. No longer the large conglomerate of past years, we've

become a tightly focused basic chemical company with the

industry's most advanced process technologies and some of
the most efficient large-scale chemical production facilities

found anywhere in the world.
We are planting our flag in basic chemicals, the very

segment of the petrochemical industry that a number of
other companies are abandoning, because it's the segment

in which Union Carbide can, by any measure, be the best in
the business.

Once the spin-off of our Industrial Gases business is

completed, Union Carbide will be a $5 billion chemical

company with a clearly defined strategic direction based

upon existing leadership positions in catalysis and chem-

ical processes. Our corporate strategy, in a nutshell, is to
be a uniquely advantaged global chemical company rec-

ognized as the low-cost, preferred supplier in our core

businesses.

Some two-thirds of our businesses akeady have signifi-

cant competitive advantages by virtue of market share and

technology. For example, in ethylene oxide and polyethyl-
ene, our two largest volume businesses, we have significant

process cost advantages over producers in every major mar-

ket of the world.
At the same time , our portfolio includes a number of

noncyclical businesses-among them wire and cable insula-

tion, solvents and coatings, technology licensing, and sev-

eral spe cialty chemical busine sses - whose record of steady

earnings can support a dividend to shareholders even at the

bottom of the chemical business cycle.

But to gain maximum benefit from our strengths we
need to address some legacies of the past. In the trans-

formation over seven years from a conglomerate with

110,000 employees to a sharply focused chemical company
of 17,000 employees worldwide, some of the high-cost
structure that characterized the old company hangs on.

We are rapidly reshaping structure and work processes

to fit our new strategy and direction. Ve are streamlining

operations and reaching into every level of the Corporation
to remove unnecessary costs and other organizational im-
pediments that could keep us from achieving our low-cost,
preferred supplier ob jective.

Our work simplification program, covered in more de-

tail in the report that follows this letter, moved ahead of
schedule in 1991. We're now doing a lot more than we
thought possible, and doing it faster. As a result, we are en-

couraged to believe that we can achieve a cost reduction
goal of $400 million ayearby the end of 1994-double our
original target for the chemical company without Industrial

Gases. The work is aheady improving productivity at virru-
ally every level ofour business.

So we enter 1992 with great confidence. As for rhe year
just ended, 1991 was clearly a roller coaster. Margins were

squeezed by the recession, by new capacity coming on
stream around the world, and by a spike in raw material

costs at the start of the fourth quarter.

The explosion at our Seadrift, Tex., plant, which tragi-

cally took the life of a contractor's employee, also resulted

in lost profits for the year of $60 million. Disruption to cus-

tomers was minimal and virtually no market share was lost.

For the year we reported a net loss of $28 million, com-
pared to net income of $308 million in 1990. Included in the
loss was a special charge associated with our profit improve-
ment program that totaled $167 million. \Tithout the special

charge, net income for the year would have been $139 mil-
lion. With the Seadrift accident behind us and the operaring
improvements already implemented, financial results

should show some improvement in 1992.But it's clear that
prices and margins will continue to feel the effects of excess

capacity in world markets.

In the meantime, we will continue to streamline our
Chemicals & Plastics businesses, trim budgets, constrain

capital spending and keep tight control of working capital.

And as previously announced, we intend to sell an addi-
tional $ 500 million of nonstrategic assets over the next

two years to reduce corporate debt. \fle began with
the announcement that we would sell the worldwide
OrganoSilicon Products, Systems and Services group, a

transaction we expect to complete by the end of 1992.



\(e do not doubt that the next few years will be diffi-

cult. But our people have done a tremendous job of coping

with the stresses and difficulties that attend maior changes.

They care about their careers, of course, but they care

deeply about this company, as well. They are determined to

deliver the outstanding performance on behalf of customers

and shareholders that all ofus know Union Carbide is capa-

ble of.

The actions we've taken to make Union Carbide a more

competitive corporation are serving us well. Ve have also

made great strides in improving our environmental per-

formance, described in detail in our recently published

Environmental Progress Report. We encourage shareholders

to write to our Public Affairs Department for copies.

Thus we enter 7992, Union Carbide's 75th anniversary

year, with our eyes on the company we're becoming, not

the company we 've been, fitted for the future , with the best

chance in many years of performing up to our potential.

On a personal note, HarryJ. Gray, who has served on

the Board with distinction for nearly 11 years, will not stand

for re-election in accordance with the Board's retirement
policy. His experience, wisdom and unflagging support will
be greatly missed.

4,'/ ./

{--"4."*---'
Robert D. Kennedy

February 10,1992

>4
Cbairman and Cbief Executiue officer Robert D. Kennedy
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Prolit Improvement Efforts Well Under Way
Throughout Corporation

nion Carbide is in the midst of an initiative that will
change the Corporation profoundly and permanently.

Many of Union Carbide's Chemicals & Plastics busi-

nesses are cyclical. But cyclicality is not fatal. Automobile,
primary metal, glass, paper and scores of other industries
are also cyclical. At issue for Union Carbide is whether or
not, through its leading low-cost process technology and

world-scale plants, the company can achieve a genuine low-
cost position, top to bottom; that is, be profitable at the bot-
tom of the cycle when others cannot and produce returns,
averaged over the full course of the chemical industry cycle,
that exceed the cost ofcaoital.

Union Carbide clearly is nor rhere yet; it has not shed

all of the costly legacies of the former organization of nearly
I10,000 employees. Despite the advantages of leading-edge

technology and economies of scale, excessive costs in the
system have kept the Corporation from reaping the full ben-

efit of a low-cost supplier position. Removing those costs

was, and remains, the goal of the profit improvement pro-
gram announced a year ago.

Union Carbide is out to eliminate unproductive work
and other profit detractors in all of its businesses - to re-

duce costs, improve efficiency and enhance the earnings of
both the cyclical and noncyclical businesses in the Union
Carbide portfolio.

The profit improvement goal set in 1990 was ro reduce
costs by the end of 1993 by $250 million a year rhrough a

combination of reducing fixed costs, improving productiv-
ity and turning around or divesting underperforming assets.

That work has advanced even faster than planned. The
$250 million target, which included a $50 million contribu-
tion from Union Carbide Industrial Gases (UCIG), has now
been raised to $400 million of cost reductions by the end of
1994 for the Corporation alone.

Not all of the savings will reach the bottom line. Be-

cause competitors are cutting costs, market forces will re-

quire some sharing of cost reductions with customers.

And permanent cost reductions will, in many instances,

necessitate nonrecurring costs for new svstems, facilities
and other capital or expense items. However, the net gain
will continue to grow as the Corporation approaches its

cost reduction goal.

These cost reduction efforts stem from a quality pro-
cess initiative Union Carbide began implementing in the late
1980's. It led to better ways of getting work done and gave

employees greater responsibility for their work. The idea

now is to accelerate the benefits and make dramatic chanses
in the way Union Carbide operates.

The cost reductions will be achieved in all facets of the
Corporation's operations. Nearly a dozen major programs,
each encompassing several smaller projects, will account for
more than $200 million of savings. Scores of other projects
will have to be completed throughout the company to take
Union Carbide rhe rest of the way to its $400 million cost re-
duction goal.

Cost-Savings: From Where?

Large-scale cost reductions are occurring in manufacturing
and distribution as well as sales and administration. In addi-
tion, as research and development activities focus more
sharply on supporting Union Carbide's competirively advan-
taged technologies, costs in this area will also be reduced.

Examples of meaningful cost-savings activities through-
out Union Carbide include the following:
. In 1991 the Corporation spenr about $300 million on

maintenance and repairs, which typically account for
more than one-third of the fixed costs at major chemical
facilities. Initiatives begun at the Taft, La., plant are aimed
at increasing productivity and reducing maintenance costs
by 15-20 percent when fully implemented. The initiatives,
to be adopted throughout all Union Carbide manufactur-
ing facilities, include turning over far greater day-to-day
responsibility for production units to teams of operating
and maintenance people; reducing maintenance costs
by simplifying work order planning and preparation pro-
cesses; and enabling technicians to plan and schedule

their own maintenance work.
. In 1991, distribution activities cosr about $570 million.

Several initiatives are under way in the Industrial
Chemicals, Solvents, and Polyolefins Divisions to im-
prove distribution efficiency and effectiveness.

o The Solvents and Coatings Materials and Industrial
Chemicals Divisions are working on several major im-
provements in product delivery and customer service:

- Reducing staffing requiremenrs by 30-40 percent at the
same time that customer service is imprOved by con-
solidating nine sales support and customer service

operations at a single location in Houston, Tex.

- Reducing inventory levels by 20 percent through the
use of new computerized sales forecasting and inven-
torv management systems.
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- Reducing the size of barge and leased rail car fleets and

improving loading, scheduling and maintenance proce-

dures for the rest of the fleet and for tank trucks.
r The Specialty Chemicals Division is reducing the size of

support departments at its South Chadeston, \ff Va., oper-

ation by up to 17 percent by setting up self-directed teams

composed of production, laboratory, maintenance and

distribution personnel. The ratio of "hands-on" operating

people to total personnel in the plant should soon ap-

proach that of the best companies in the chemical busi-

ness. As a result, more production engineers are to focus

on process improvements, which will lead to reduced

waste generation and lower product costs.
. At the Corporation's Seadrift, Tex., and Taft, La., sites,

a new integrated computer software system employed by

Polyolefins Division logistics excellence teams is improv-

ing the accuracy and efficiency of forecasting and schedul-

ing. About $7 million was saved in 1991 -more than four

times the Polyolefins Division's original target. The sys-

tem also has led to improved production in a number of
polyethylene reactors. The improvements are yielding

five percent more top-of-theline product, reducing repro-

cessing costs, and enhancing revenues.

Additional lnitiatives Under WaY

Other initiatives under way include:
o Improving worldwide business management through a

simplified and streamlined business planning system that

has substantially shortened the business planning cycle.

r Reducing product inventory levels in Europe by up to

20 percent through the use ofbetter sales forecasting

models, and operating there with far fewer staff people

as a result of new order processing procedures.

. Improving cash-flow management to make more efficient

use ofworking capital and reduce interest charges.

Throughout Union Carbide, employees are implement-

ing sweeping work process changes that will touch virtually

every operation in the Corporation, When completed, these

changes should secure Union Carbide's place as a highly fo-

cused and uniquely advantaged global chemical corpora-

tion, recognized as the low-cost and preferred supplier in its

core businesses, producing competitive returns for share-

holders over the full course of the chemical industry cycle.
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At a Glance

Union Carbide Corporation

Sales: $4,877 million

Union Carbide buys liquefied petroleum gas and naphtha and makes

ethylene and propylene. Union Carbide then uses state-of-the-art process

technologies to convert manufactured and purchased ethylene and pro-
pylene into products that include polyethylene (the world's most widely
used plastic) for pipe , electrical insulation, wrap, bags, bottles and other
products; ethylene oxide/glycol and derivatives for antifreeze, polyester

fiber, polyester film and other uses; and other higher-value chemicals and
polymers that it markets. Union Carbide also licenses its key olefins-based
technologies to others. In addition, Union Carbide has specialty busi-
nesses outside the olefins chain of chemicals, including technology licens-

ing and services.

The leading Union Carbide end-markets as a percentage of
sates are:

. paints, coatings and adhesives
o film, molding and extrusion
o wire and cable
. textiles
. agricultural and food products
. automotive, including antifreeze
o household and personal care
o oil and gas

r chemical intermediates

POLYOLEFIIIS Polyolefins is a leading manufacturer of polyethylene, the world's
most widely used plastic. The Division also licenses its UNIPOL

Sales: t1,455 mlllion process technology, the world's most cost-efficient and versatile

method of manufacturing polyethylene and polypropylene.

Industrial Chemicals is the world's leading producer of ethylene ox-
ide and its derivatives, including ethylene glycol, which is used for
polyester fiber, resin and film; automotive antifreeze; and other
products, The Division manufactures about three-quarters of
Union Carbide's ethylene and more than one-half of its propylene
requirements. Ethylene and propylene are the key raw marerials
for Union Carbide's olefins chain businesses,

Solvents and Coatings Materials is a leading worldwide supplier of
solvents and resins to the coatings industry. It is a leading producer
of latex for the paint industry and of high-performance resins,

intermediates and additives for adhesives, packaging, magneric

recording tapes and discs, and maintenance and marine coatings.

Specialty Chemicals manufactures and markets a large proportion of
Union Carbide's specialty products, both within and outside the

olefins chain. The organization targets sharply defined market
segments for many of Union Carbide's technologies.

20o/o

l9o/o
10///o
6o/o

5%

4o/o

4%

4%

3o/o

. EtbJ)lene oxide/glycol . Ethanolamines c Etbyleneamines
o TERGITOL and TRITON surfactants . Heat-transfer

fluids o Runway and aircraJt deicers . CARBOWAX
polyetbylene glycols . Crlstal products

. Polyetbylene . Specialt! polyolefins . UNIPOL polyetbylene
licensing. U N I POL polypropylene licensing. Post-consumer
recycled plastics

. Alcobols . Glycol etbers . Ketones . Esters . Coatings resins

. Latexes . Acrylic monomers . VinJ)l acetate

. Acrolein and acrolein deriuatiues o Etbylidene norbornene

. Biocides . Solaents . Wter-soluble polyrners . Silicones

. Personal care products o Polyester modifiers . Uretbane
additioes . Bio-materials systems. Plastic additiue systems
. Hydraulicflui^ . Syntberic lubricants . Organic coating
slstens . Catalysts . Gas treatingsystems . A^orbents.
Molecular sieues . Hldrogen recouery/purification . Acid gas
remoual . Hldrocarbon separations . Heatiransferlluids

"IDUSTN'ALCHEM'CALS

Sales: i1,094 mllllon

SOLVEITTS AflI'
coATmGs
MATEN'ALS

Sales: 01.500 mllllon

SPEC'ALTY
CHEM'CALS

Sales: l82E mlllion
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0veruiew of Gontinuing 0pentions

nion Carbide reporteda l99I after-tax loss from continuing operations (ex-

cluding the Industrial Gases business) of $116 million as compared to income

of $188 million in 1990 and $530 million in 1989. Current year results were

affected by a poor economic environment for the chemicals and plastics in-

dustry; lost profits because of the Seadrift, Tex., plant explosion; and special

charges related to a number of actions taken to reduce costs and to restructure

the business portfolio.
Chemicals & Plastics worldwide sales declined seven percent in 1991 to

fi4,877 million, reflecting deteriorating macro-economic conditions that caused

selling prices for major chemical product lines to fall during the year. W'eak de-

mand and industry overcapacity limited the ability to raise prices sufficiently to

offset rapidly increasing feedstock costs. All Divisions registered sales decreases,

with Industrial Chemicals down six percent to fiI,}94million; Polyolefins

down 12 percent to fi1,455 million; Solvents and Coatings Materials down
one percent to $1,500 million; and Specialty Chemicals down nine percent to

$828 million. Margins decreased dramaticdly because of rapidly rising feed-

stock costs, coupled with the inability to raise prices.

In addition to the weak industry environment, Union Carbide was ad-

versely affected by the explosion at the Seadrift plant in March 1991 that shur
down major ethylene, polyethylene and ethylene oxide units. \7hile insurance

proceeds are sufficient to covef the cost of rebuilding the damaged units, lost

pre-tax profits because of lost production approximated $95 million inl99l.
Programs initiated by the Chemicals & Plastics Divisions in the late 1980's

to improve quality through work process redesign were accelerated and ex-

panded across divisional lines and to cofporate groups inl99L In addition

actions were taken by two of the Corporation's largest joint ventures, UOP and

UCAR Carbon, to restructure elements of their respective businesses. Special

charges totaling $209 million before-tax ($160 million after-tax, ot fiI.25 pet

share) were recogni zed in the second half of I99l to reflect costs associated

with the profit improvement pfogram (severance and facility consolidation

costs), as well as joint venture restructuring accruals. Certain legal and other ex-

penses and costs associated with the Industrial Gases spin-off were also in-

cluded in the special charge. In addition to the special charge, the Corporation

incurred pre-tax losses of fi35 million related to the sale and wind-down of the

Unison transformer retrofill business inl99L
\(lhile overall operating performance was obviously unsatisfactory in 1991,

a number of positive developments occurred, including continued growth in

UNIPOL and Oxo licensing; opening of the first full-scale, multiplastics recycling

facility in the U.S.; introduction of new polyethylene resins, coatings intermedi-

ates and specialty products and services; and integration of the TRITON surfac-



tants business. \trork continues on a new ethylene glycol plant in Prentiss,

Alberta, Canada, a new specialty surfactants plant in South Charleston, \(Va.,
and two new latex facilities overseas.

The operating environment in 1992 will be very challenging. Capacity well
in excess of demand will likely keep margins at unsatisfactory levels, especially
until domestic and overseas economies recover. Vhile feedstock and energy
cost declines in early 1992 will reduce margin pressure somewhat, significant
sustained improvement in operating results will only come from continued em-
phasis on cost reduction through work process changes and other efficiency
improvements. The absence of the relatively stable earnings stream of the
Industrial Gases business will increase Union Carbide's cyclicality, However,
actions taken in recent years to renew manufacturing facilities and technolo-
gies, improve the quality of the business portfolio and control costs should mir
igate the effects of the business cycle and enable the Divisions to focus their
resources and energies on being the best at what they already do well, as

described in the sections that follow.
In addition to strengthening its Chemicals & Plastics operations, Union

Carbide intends to strengthen its financial position by selling cerrain strong
but nonstrategic businesses and other assets for an estimated $500 million
over the next two years, using the proceeds to reduce debt, In this area, the
Corporation has already announced its intention to sell the worldwide
OrganoSilicon Products, Systems and Services group of businesses. Through
the use of these divestiture proceeds, as well as proceeds from Industrial Gases'

repayment of outstanding debt to the Corporation in connection with the spin-
off, Union Carbide expects to reduce its ratio of debt to capital fuom52 percent
attheend of l99l toless than4}percentbythe endof L993.



Industrial Chemicals
Ashley W Lutz, President

I

I tre Industrial Chemicals Division is the world's leading

producer of ethylene oxide and its derivatives, including

ethylene glycol. In 1991, the Division confronted a deepen-

ing worldwide recession, the continuing downturn in the

chemical industry business cycle and the effects of an explo-

sion that took its Seadrift, Tex., ethylene oxide facility out of
service for most of the year. Financial results for Industrial

Chemicals reflect these difficult conditions.

At the same time, Industrial Chemicals people made

the most of a tough year by overcoming obstacles, meeting

customer needs and paving the way for improved profit
performance. The Division's response to the Seadrift explo-

sion is a good example. Faced with the loss of critical pro-

duction facilities for ethylene oxide, ethylene glycol and

ethylene oxide derivatives, Division employees - in

every component of the business - pulled together in a

strong coordinated effort to ensure that customer needs

were met.

The ethylene glycol business continued to improve its

world leadership position with a strong showing in the do-

mestic and Far Eastern polyester markets. Further expan-

sion was limited only because of limited product availability'

Although the antifreeze market contracted significantly

during the year, causing glycol sales to decline, Industrial

Chemicals successfully broadened its customer base by

becoming a major supplier to an increasing number of lead-

ing antifreeze producers around the nation.

Design and engineering work continued on schedule

for a new 660 million-pound ethylene glycol plant in
Prentiss, Alberta, Canada, that will enable Industrial

Chemicals to capitalize on the rapidly growing demand in

Far Eastern markets for polyester fiber and film. This will
boost total c p city 

^t 
Prentiss to 1.3 billion pounds.

\flhen the plant opens in1994, it will be among the

most cost-effective of its kind in the world, and it will enioy

asizable ethylene feedstock cost advantage over similar

plants in the U.S., further bolstering the Division's leader-

ship position in world ethylene glycol markets. The facility

is being constructed jointly with three Asian partners, with
Union Carbide holding a 50 percent ownership.

Throughout the year, the Division continued to stream-

line operations and improve operating efficiencies. The

Thft II ethylene oxide unit and the ethylene units at Taft and

Texas City set production records.

A centralized glycol customer center is being estab-

lished in Houston, Tex., to improve service. The facility, due

on line inmid-1992, will have leading-edge electronic com-

munications capabilities and will combine all aspects of pro-

duction planning, order processing, pricing, invoicing,

shipping, contract administration and inventory control

into one highly focused activity - at one location.

The Division's ethylene oxide derivatives businesses

racked up impressive gains in 1991 . The TRITON surfactant

and alkylphenol business, acquired from Rohm and Haas

Company late in 1990, proved to be a major contributor to

bolstering the Division's position in surfactants. The assimi-

lation of TRITON surfactants into the same business unit as

TERGITOL surfactants was accomplished while providing

uninterrupted service to customers.

Design and engineering work got under way for the

construction of a maior new specialty surfactants plant

at Union Carbide's South Chadeston, WVa., chemicals

complex. The 50 million-pound-per-year plant represents

another key step in the orderly transition of TRITON

surfactants production from Rohm and Haas to Union

Carbide . When the new plant is completed and operating,

Carbide's production of TRITON surfactants, currently be-

ing carried out at Rohm and Haas's Philadelphia plant, will
be gradually shifted to the facility.

The year 1991 was an excellent one as well for the

Division's CARBO\IAX polyethylene glycol business, which

continued to grow. Despite the general business downturn,

several new CARBOV,\X products were successfully com-

mercialized to meet a variety of customer needs in cosmet-

ics, ceramics and biotechnology markets.

Sales of ethylene glycol-based heat-transfer fluids, as

well as aircraftand runway deicing fluids, were up signifi-

cantly for the year.

The Division also secured four more ISO 9002 registra-

tions, making a total of five. The registration signifies that a

quality assurance system at a registered facility meets guide-

lines set by the International Standards Organization' The

Division's 8oo-mile-long ethylene pipeline system was the

first in the world to achieve ISO registration.

Many of the same market conditions that constrained

the Division's performance lastyear arc expected to affect

business in 1,992. Nevertheless, the Division should begin

to benefit from a recovering domestic economy, Iower-

priced raw materials and the restart of the Seadrift ethylene

oxide unit.

I



Polyoletins
Roger B. Staub, Presidenr

ommercial development of Union Carbide 's leading-edge

UNIPOL technology continued to drive the Polyolefins

Division in 1991.

Several major development projects crystallized in
1991, led by the start-up of a new UNIPOL polyethylene
plant serving North American markets and a number of new
UNIPOL technology licensing projects. These develop-
ments, which will help boost the Division's performance in
the years ahead, highlighted an otherwise recessionary per-

iod for commodity polyethylene resin sales.

Early in 1!!1 , margins dropped due to sharp cusromer
inventory adjustments following the Persian Gulf !/ar. As

the year progressed, performance was also affected by a dra-

matic increase in raw material prices.

UNIPOL technology's licensing success continued ro
grow as five new UNIPOL process planrs began operating
around the world in 1991. One of the plants, a polyethylene

facility in Montreal, Canada, now serves the North American
market for high density polyethylene . The facility is operared

by Petromont and Company Limited, Union Carbide's joint

venture with LeGroupe SGE

Four reactor lines came on stream during the ye r at

UNIPOL polypropylene licensee plants owned by Epsilon
Products, Texas Eastman Chemicals, and two operated by
Royal Dutch Shell. These additions increased the number of
UNIPOL polypropylene reector lines operating around the

world to nine.

In addition, UNIPOL polyolefins technology was se-

lected for three polyethylene and one polypropylene facility
by companies constructing new plants in the People 's

Republic of China, Ukraine and Russia, adding to the growing
list of petrochemical producers worldwide who recognize

the superiority of Union Carbide's polyolefins technology.

In other areas, the Division's development work in
product technology produced encouraging results.

A new UNIVAL polyethylene homopolymer resin, used

to produce water and milk bottles, was successfully intro-
duced in 1991 , At the same time, development work neared

completion in an exciting new field - bimodal film resins.

These polyethylenes produce tougher films at thinner
gauges for a wide variety of packaging applications andare
slated for commercial introduction in1992.

The Division's growing family of very low density
FTEXOMER resins, which effectively bridge the properties

gap between traditional plastics and rubber, posted impres-
sive sales gains throughout the year. Sales surged nearly

35 percent over 1990, led by gains in film and polymer
modification applications. Fresh and frozen food packaging
and high performance compounds for automotive applica-
tions top the list of key markets that the Division continues
to penetrate.

Polyolefins opened the first full-scale, multiplastics
recycling facility in the U.S. capable of recycling post-
consumer polyethylene plastic film used for bags and
wrapping; high density polyethylene used in milk, juice and
water jugs and soap, detergent and cleaning agent bottles;
and polyethylene terephthalate (PET) used in soda, liquor
and salad dressing bottles. Located in Piscataway, NJ., the
recycling facility can reclaim up to 4.5 million pounds of
plastics monthly-the equivalent of two acres of com-
pressed plastic bottles, sracked l0 feet high. One of the
business's first maior customers is Rubbermaid, Inc., which
uses recycled polyethylene resin from the plant to produce

32-gallon, blow-molded trash containers. Other customers
include producers of soap and detergent bottles, drainage
pipes, refuse and recycling containers, garbage and mer-

chandise bags, and fencing.

Although supplies of polyethylene ro the wire and ca-

ble materials business were severely curtailed for several
months by the explosion at Seadrift, Tex., customer disrup-
tion was minimal, and the Division's iacketing and insula-

tion business suffered virtually no loss of market share.

Domestic volume declined largely because of a dramatic
slowdown in construction and housing starts in 1991 . But at
the same time, export volume grew significantly as develop-
ing nations continued to build their telephone and electrical
power networks.

UNIGARD flame-rerardant wire and cable insulating
and jacketing compounds also performed well throughout
the year. Sales jumped 30 percent above levels achieved in
1990. Vire and cable materials capacity got a boost from
Union Carbide's new Semicon II plant, which became fully
operational ar Seadrifr in 1991 . The 60 million-pound-per-
year facility produces semiconductive shielding compounds
of unsurpassed cleanliness and smoothness that can tm-
prove cable performance and extend cable life.

Throughout the year, the Polyolefins Division stepped
up efforts to improve operating efficiencies. The Star plant in
Taft,La., for example, established new production records. At
the same time, the Division cut costs by continuing to stream-
line manufacturing and distribution opentions, and it fully
expects to achieve even gr€ater savings in 7992.
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Solvents and Coatings Materials
Frederick T. Costello. President

olvents and Coatings Materials maintained strong market

momentum in 1991 through increased emphasis on cost

control, technological innovation and greater attention
to customer needs. Additionally, Solvents and Coatings

Materials completed negotiations for the divestiture of sev-

eral nonstrategic businesses during the year. In 1992, the
Division fully expects to achieve even greater cost efficien-

cies as a result of ongoing work process improvements.

These efforts have become more than justaway of doing
business in Solvents and Coatings Materials - they have

become a way of life.

Important technological enhancements were achieved,
particularly in the development of Union Carbide's pat-

ented UNICARB System, which can reduce emissions gen-

erated by spray-applied coatings by up to 70 percent. The

UNICARB System substitutes recycled carbon dioxide for
hydrocarbon solvents, providing manufacturers with an en-

vironmentally superior alternative to conventional coatings

systems. In 1991 commercial spray equipment was devel-

oped and successfully demonstrated on commercial coating

lines within the automotive and wood finishing industries.
One of the largest U.S. producers of latex for trade

paint, adhesives, caulks and sealants, the Division has a

strong global position in the latex market, operating

14 latex plants woddwide, including seven in Asia. Two ad-

ditional plants are scheduled for completion in Dubai and in
Guangdong Province, People's Republic of China, i-l;'1992.

New product introductions helped bolster the

Division's position in specialty materials for the coatings

market. One of the most promising of these introductions
was WNATE vinyl ester monomers, designed to enhance

the performance of vinyl ester resin systems used in the pro-

duction of coatings, adhesives, caulking compounds and

sealants.

Coinciding with the introduction of VYNATE mono-
mers, Union Carbide was named the exclusive U.S. reseller

of Shell Chemical's VEOVA vinyl monomers. This affange-

ment will allow Union Carbide to offer a familv of vinyl

ester monomers that customers can formulate into new

products with properties targeted for coatings, adhesives

and architectural markets.

Technology licensing agreements continued to play an

important role in Solvents and Coatings Materials Division

performance. An agreement in principle was reached with

SABIC, the Saudi Arabian chemical company, to license

Union Carbide's low-pressure Oxo process. This represents

the l5th company around the world to select the Division's

technology for oxo alcohol production.

Several new programs were initiated by work process

improvement teams to strengthen the Division's respon-

siveness to customers. A pilot program was implemented

in which sample orders are shipped within eight working
hours from time of receipt. A toll-free technical hotline for
solvents-related inquiries was expanded from the U.S. to

Canada. Now the Division is receiving more than 300 inqui-

ries each month, with most callers being connected imme-

diately to a technical expert.

A customer-satisfaction survey conducted during the

year by an independent consulting firm confirms that

Solvents and Coatings Materials' efforts are moving the

Division in the right direction. Customers in the solvents

and intermediate markets rank Union Carbide among the

best in customer and technical service, product and market

knowledge, and overall performance .

In 1992, the Division will continue its efforts to build
on its customer satisfaction record by consolidating several

customer-related activities in a service center in the Houston

area. This is the beginning of many customer-focused work
process improvements designed to ensure that Solvents and

Coatings Materials maintains its position as a preferred sup-

plier to the coatings industry.
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$pecialty Chemicals
Joseph C. Soviero, President

l
!

I

pecialty Chemicals Division turned in a strong perfor-

mance in 1991, as demand from several growth markets -
including areas where environmental performance is be-

coming a paramount concern - continued to increase .

New legislation requiring higher environmental stan-

dards for industry has been a stimulant to this demand. To

capitalize on these new opportunities, Specialty Chemicals

expanded its lineup of product and services offerings. For

example, UOI a joint venture between Union Carbide and

Allied-Signal Inc., unveiled a new technology called the

ETHERMAX process that will help American oil refiners

meet stringent new standards for gasoline composition

mandated by the recently amended Federal Clean Air Act.

UOP continues to develop new technology and im-

prove existing processes, providing the refining industry
with a complete array of advanced solutions to the chal-

lenge of producing reformulated gasoline and other envi-

ronmentally cleaner fuels. UOP is in a strong comp€titive
position in one of the largest growth areas in the U.S. refin-

ing industry. UOP's gas processing group is working with
the Division's gas treating business to offer to customers a

complete package of licensing and engineering services, as

well as specialty solvents and technical support services for

gas processing facilities, that is expected to enhance the

global presence of both businesses as they bid on future
prot€cts.

The Division's gas treating business also introduced a

new service program to provide refinery and natural gas

customers with dedicated technical support to assist in op-

erations of processes using Union Carbide gas treating sol-

vents. This type of service program puts product/process

expertise directly with customers to help them to op€rate

more efficiently and to meet environmental standards.

ln 1991, Amerchol, a wholly owned subsidiary, kept the

spotlight on consumer environmental awareness with the

expansion of a new line of naturally derived chemical prod-

ucts for the personal care industry based on corn sugar and

water soluble polymers.

Meanwhile, Specialty Chemicals' performance

was also strengthened by the divestiture of an under-
performing area - the transformer retrofill service business

of Unison Transformer Services, Inc.

Nineteen ninety-one was also a good year for Specialty

Chemicals' OrganoSilicon Products, Systems and Services

group of businesses (OSi). Vorldwide sales growth, coming
off a good year in 1990, remained satisfying throughout
1991. The group continued to roll out new products at a

rapid pace. In the past two years, some 80 new products
have been introduced by OSi, providing a solid foundation
for continued growth. In 1991, newly commercialized prod-

ucts contributed a record percentage oftotal revenues.

Earlier this year, Union Carbide announced its intention
to sell the OSi group of businesses as part of its plan to sell

$500 million of nonstrategic assets over the next two years

to reduce debt.

The acrolein derivatives business, serving the markets

for animal feed supplements, biocides, carbonless paper

and leather tanning, grew more than 20 percent over last

year's levels.

Opportunities for growth in the biocide market were
enhanced through an agreement with a company in the

People's Republic of China. Recent government approvals

in Canada and Australia have also enabled the biocides busi-
ness to promote products in those countries.

The Division's Parylene conformal coatings, used in
heart pacemakers for many years, continued to find a num-

ber of new uses in the growing medical devices market.

Parylene polymer is now being used as a protective coating

for catheters, needles, medical probes and other implant-

able devices.

New and exciting applications like these, combined
with vigorous marketing efforts and cooperative agree-

ments, make Specialty Chemicals znatea of promise and

ootential.

.

t

i

i
I

i

:

I

12



I n d ustri at Gases 0rcrfuit
,t ''

t;

t\

I
)
p
I

t
I l*on carbide Industrial Gases Inc. (ucIG) separates air into its components for

industrial and medical uses. It is the largest producer of industrial gases in the

Western Hemisphere and one of the three largest in the world'-

UCIG's main products are oxygen' nitrogen' argon' acetylene' hydrogen'

helium,specialtygases'membranesystems'industrialgasplantsandequip-
ment. Gases are sold from on-site plants' through pipelines' in bulk liquid or

gaseous form and in cYlinders'

TheleadingUCIGendmarketsasapercentageofsalesaremetalfabrica-

tion,primary-.t.tr,chemicals,medical'electronics'food'aerospaceand
oil and gas.

UClG,scoatingsservicebusinesssupplieswear-resisnntandhightempera-
ture corrosion_resistant coatings to a wide range of industrial customers'

In Decemb et jggl,Union Carbide announced its intention to spin off the

Industrial Gases business to shareholders by the end of the second quarter of

|gg2.Lsaresult,UCIG,sfinancialdataispresentedasadiscontinuedoperation'
Asastand-alonecompany,UCIGreportedlgglsalesoffi2,46gbillion,up

two percent from 82'420 billion in 1990'

operatingprofitdecreased2lpercenttofi3}4millionfromthe$409mil-
lionrecordedinlgg0,primarilyaresultofloweroperatingprofitinBraziland
the effects of $11 mrttion of special charges related to the profit improvement

ototillo,s 
ner income for the tull year totalled $107 million, incruding a

$Tmillionafter-taxspecialchargeassociatedwiththeprofitimprovementpro-
gram'Netincomeforfullyear|990was$l20million,includinga$l5million
gain from divested businesses'
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Management's Oiscussion and Analysis

OPERATING PROFIT
(Miilions of Dollars)

Dollar amounts in millions

!.1!.pj p.j .h1':.f1ey':t

Net sales

Operating profit

General expenses (income) - net

Interest expense

Pre-tax income (loss) from

continuing operations

Income (loss) from continuing

operations

Income from discontinued

operations

Net income (loss)- common

stockholders

Per share, fully diluted:
Continuing operations

Discontinued operations

Total

r99l 1990 1989

t4,E77 15,238 $5,513

r22 624 1,003

4r (10) (45)

z2g 269 268

{r47) 365 780

(116)1 188b 530

l07a r20c 43d

(28)"

(r.o6F

0.84a

(0.22)

57J

3.61

0.29d

I O)

Continuing 0pentions

NET SALES
(Millions of Dollars)

5,613

CAPITAL E}PENDITURES
(Millions of Dollars)

Union Carbide Corporation has operated through two

industry segments, Chemicals & Plastics and Industrial

Gases. In December 1991, the Corporation's Board of
Difectors approved a plan to spin off the Industrial Gases

business to shareholders as a free-standing company.

The spin-off is anticipated to be completed by the end

of the second qurter of 1992 after receipt of an Internal

Revenue Service ruling or acceptable opinion of counsel

that the transaction will be tax-free. All financial data

presented herein and elsewhere in this report have been

restated to present Industrial Gases as a discontinued

business. Continuing operations include revenues and

expenses of Chemicals & Plastics operations, as well as

general expenses (income)-net associated with corporate

staff, financing and noncore business activities.

Besuffs ol Opentlons

$ummary and Outlook

308

1.34b

0.79c

213

722I
,91

287

I
'91

624II
'90

278

I
'90

1.003

I
'u9

261

I
.89

4.877

I
'9r

400

I
'91

5.238

I
'90

381

I
'90

483

I
'89

a) Includes special charges as follows:
Before Tex

OPerating General 
- 

After' Profii Expenses-Net Total Tax

Severance and relocation
costs

Joint venture charges

Legal and other

$6r
60

9

$ 130

5 57 $ll8 $ 80

60 6r

22 31 19

8 79 $209 $ 160

i

l'{

DEPRECIATION AND
AMORTIZATION
(Millions of Dollars)

ln addition, the after-tax special charge for discontinued operations was

t7 million.
b) lncludes a charge of t86 million, or t0 61 per common share primary (t0 56

oer common sharE fullv diluted), from the sale ofa 50 percent interest in the

iarbon products businiss (see Note 4 on pege 3J). largely offset by gains 2ggre-

gating t-0 million, or t0.50 per common share primary (t0 46 per common

ifiaie"rutty oituteoj. from thesale of the primaryalcohol ethoxylates and

oolvsilicon businesses and Union Carbide's 50 percent interest in KEMET

bleitronics Corporation.
cIincludesaqain of tI0 million or $0 0- percommonshareprimary
t$0.06 oet.o"m.on share fully diluted), from lhe sale ofa 50 percent interest

in Lincire Inc.

dr Includes a charse of S{5 million, or $0 J2 per common share primary
($0.30 per commdn share fully diluted). representing facility shutdown costs

inJ riJ.r"n...no relocation benefits associated with resuucturing the Linde

USA and U.S. packaged gas businesses ofUnion Carbide Industrial Gases

The Corporation reported an after-tax loss from con-

dnuing operations of $116 million, as compared to earn-

ings from continuing operations of $188 million and $530

million in 1990 and 1989, respectively. Deteriorating gen-

eral economic conditions caused selling prices for maior

chemical product lines to fall throughout most of the year'

Poor demand and industry overcapacity limited the busi-

nesses' ability to raise prices sufficiently to offset rapidly

increasing feedstock costs. Significant decreases in admin-

istrative and other overhead expenses only partially offset
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the margin deterioration. Operating results were dso
adversely impacted by estimated lost pretax profits of
$96 million as a result of an explosion at the Corporation's
Seadrift, Tex., facility in March 1991, as well at the special
charge of $209 million before+ax ($160 million afterrax).
Additiondly, Chemicals & Plastics operatingprofit was re-

duced by .t35 million in connecrion with the sale and
wind-down of the transformer retrofill service business of
the Unison Thansformer Services subsidiary.

A number of significant actions were undertaken dur-
ing the year to improve the Corporation's financial and

business performance and deliver enhanced value to
shareholders. These included:
o Approval in December 1991 of a plan to spin off the

Industrial Gases business to shareholders as a free-

standing company.
r Announcement in December l99l of the intention

to sell about $500 million of assers by the end of 1993

to better focus the Chemicals & Plastics business port-
folio and streamline core businesses, and to reduce
the Corporation's debt ratio. As part of the program, the
Corporation announced on Jan.2J,1992,its intention to
sell the woddwide OrganoSilicon Products, Systems and
Services group of businesses.

. Intensified p€rmanent work process and other efficiency
improvement efforts in order to double previously an-

nounced cost reduction goals to $400 million a year by
the end of 1994. The cost reduction goal results from the
Corporation's announced program to aggresively review
dl operations and work processes with the objective of
becoming the lowaost prefened supplier of the Corpon-
tion's principd petrochemical product lines. Major pro-
grams have been implemented with the assistance of
outside consultan6 to improve plant maintenance

through better planning, reduced paperwork and simpli-
fied work processes, to consolidate distribution and cus-

tomer service functions, to reduce inventories through
better sdes forecasting and management, to reduce func-
tional support staffs, to improve intraplant logistics and,
generdly, to reduce layers of management in the organizz-
tion. Corporate level staff reductions and consolidation of
headquarters operations are also planned. Mainly as a

result of the above profit improvement plan, the
Corporation recorded specid charges for continuing
operations of $209 million ($160 million after-tax).

. Strong actions to adjust to adverse business conditions
and reduced profit performance, including constrained
capitd spending, a sdary freeze for senior corporate of-
ficers and sharply reduced variable compensation for
middle and senior management.

o Completion of the sale, announced in November 1990,

of a 50 percent interest in UCAR Carbon, resulting in
pre-tax proceeds and collection of a receivable totaling
$438 million.

o Acquisition of the minority interest in Union Carbide
Canada Limited, consistent with redigning Union
Carbide businesses on a worldwide basis.

Dollr amounts in millions l99l 1990

Number of employees (year-end) l6r70j 17,722 18,032

Employment costs (wages, benefits,
payrolltaxes) t 990 $1,015 $ 991

The operating environment in 1992 will continue to
be challenging. Overexpansion of industry capacitywill
likely keep margins ar unsatisfactory levels, eqpecially until
domestic and overseas economies recover. Feedstock and
energy costs have declined in the early months of 1992,
providing a measure of relief from the pressure on margins
during the fourth quarter of 1991. However, significant
near-term improvement in operating results is most likely
to come from continued emphasis on cost reduction
through work process changes and other efficiency
improvements. Overall financial results should show
some improvement in 1992. Over the longer term, the
Corporation's future operations are likely to be more cy-
clicd than results experienced when the Industrial Gases

business was included in consolidated operations. How-
ever, actions undertaken in recent years to renew manu-
facturing facilities and technologies, improve the quality
of the business portfolio and control costs should mitigate
the effects of the business cycle.

ChemlaE & Plasltcs Opentlors

l99l Comprcd wtth tgg0

Sdes of $4.877 billion decreased seven percent from 1990.
Overall selling prices for l99l were lower than in the prior
year. Although the current year was adversely affected by
sharply lower average prices for polyethylene, prices
started to firm late in the year. r$reak pricing for polyethyl-
ene was partially offset by increased polyester glycol vol-
umes. Export sales from domestic opentions increased to
$568 million in 1991, three percent above 1990, mainly as

a result of polyester glycol demand.

Percent change from prior year

(domestic operations) l99l
1

Average selling prices 0

I

1989

-8
-t

+2

r6

-3



Operating profit decreased 80 percent, to $122 mil-

lion, as compared with 1990. The specid charge, Seadrift

explosion, and sale and wind-down of the Unison busi-

ness reduced operating results in 1991 by a total of
$261 million. Excluding these items, operating profit

decreased 39 percent. The gross margin ratio declined

throughout the year, averaging22.4 percent in 1991 as

compared to25.0 percent in 1990. Lower selling prices,

increased hydrocarbons feedstock costs, and the $96 mil-

lion loss of margin due to the Seadrift plant explosion

contributed to the decreasing gross margin. Higher-than-

anticipated maintenance and turnaround costs of a Texas

City olefins unit late in l99l also lowered the gross mar-

gin. Selling, administrative and other expenses associated

with the Chemicals & Plastics business decreased by 11

percent, mainly as a result of lower contributions to profit

sharing and cost reduction efforts. Operating profit for the

Chemicals & Plastics business was reduced by $130 mil-

lion, representing severance and relocation costs, the

Corporation's $60 million share of UOP's write-down to

net realizable value ofcertain assets applicable to its fluid

cracking catalyst business, and certain other provisions

mainly associated with the Corporation's profit improve-

ment program, and by $35 million from the sale and wind-

down of the transformer retrofill service business of the

Unison Tfansformer Services subsidiary. Income from
joint venture partnerships (excluding the above UOP

charge) decreased to $38 million, from $70 million in
1990, as a result of losses from Petromont and Company,

Limited, our Canadian petrochemical partnership. The

Petromont loss reflected the recessionary economy in that

country as well as restructuring costs for actions that will
benefi t future profi tability.

1990 Compred wfth 1989

Sales of $5.238 billion decreased seven percent from the

record level of 1989. Although prices of ethylene oxide/

glycol, polyethylene and other ethylene derivatives were

raised late in the year in response to higher feedstock and

energy costs, overall evengeselling prices for the full year

of 1990 were lower than in the prior year for most major

products. Increased volumes, primarily ethylene oxide/

glycol and polyethylene, partially offset the weak pricing

environment, and revenues also benefited from increased

UNIPOL Iicensing activity.

Operating profit decreased 38 percent, to $524 mll'
lion, as compared with 1989. Increased hydrocarbon feed-

stock and energy costs, costs associated with a severe

freeze on the Gulf Coast earlier in 1990 and declines in sell-

ing prices contributed to a decreasing gross margin trend

throughout the year. The 1990 gross margin ratio declined

to26.0 percent from 30.3 percent in 1989. Research and

development expenditures increased by l0 percent to

$157 million, representing continued development of
process technologies, product line expansion and new

business development efforts. Selling, administrative and

other expenses associated with the Chemicals & Plastics

business increased by six percent, mainly as a result of un-

favorable currency movements. Domestic selling, admin-

istrative and other expenses decreased slightly. Chemicals

& Plastics operating profit includes gains aggregating

$55 million from the sale of the primary dcohol ethoxy-

lates and polysilicon businesses. Income from ioint ven-

ture partnerships decreased to $70 million in 1990 from

$82 million in 1989. Substantially improved results

from UOP were more than offset by decreased earnings

from Petromont and Company, Limited.

1989 Comprcd wlth 1988

Sales in 1989 of $ 5.613 billion increased two percent over

1988 to a record, principally reflecting continued strong

pricing for most product lines other than polyethylene

and strong volumes for all maior product lines throughout

the first half of 1989.

Operating profit in 1989 decreased 17 percent,

to $1.003 billion, as compared with the record levels

achieved in 1988. The 1989 gross margin ratio declined

to 30.3 percent ftomJ}.9 percent in 1988. Research and

development activities were expanded during the year,

resulting in a 15 percent increase in expenditures, to

$143 million. Selling, administrative and other expenses

associated with the Chemicals & Plastics business in-

creased by 15 percent, reflecdng support for increased

new business development activities. Income from ioint
venture partnerships decreased to $82 million in 1989

from $95 million in 1988. Improved results from UOP

were more than offset by reduced results from Petromont

and Company, Limited.

Genenl Expenses (lncome) - llet

General expenses (income) - net includes undlocated

corporate staffcosts, the cost ofaccounts receivable dis-

counting and other noninterest financing charges, foreign

currency and interest rate hedging, corporate legal ex-

penses, contributions, corporate realignment and reorgan-

lzationcosts and certain interest income including interest

income from Industrial Gases business debt owed to UCC,

as well as losses related to noncore businesses' The
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Interest income from discontinued
business

Financing (income) expense

Special charge

Corporate staff

Noncore businesses

Litigation

Realignment and corporate

reorganization

Other

Expenses (lncome)

1921_ 1990 1989

l(90) $(108) $(104)

(27) 11 (r)

79

39

23

E

)

7

04r

Corporation's principal noncore businesses include do-
mestic mining and milling of uranium and vanadium

through Umetco Minerals Corporation and the mining and
smelting of chrome by unconsolidated subsidiaries in
Zimbabwe. ln 1991, general expenses (income)-net also
includes $79 million of before-tax special charges repre-
senting staff severance, headquarters consolidation, legal

and spin-off costs. Following is an analysis of general ex-

p€nses (income)-net:

Compensation and LiabilityAct and equivalent state laws
(hereafter referred to collectively as "Superfund") for past

and future cleanup costs at hazardous waste sites. The

Corporation is a PRP at 48 Superfund sites where manage-

ment believes thar ir is probable that the Corporation will
incur cleanup costs. Environmental investigatory and reme-

diation projects are also being undertaken at waste sites lo-
cated on property presently as well as formerly owned by
the Corporation. The Corporation has established accruals
for those sites where it is probable that a loss will be in-
curred and the amount of the los can be reasonably

estimated. The Corporation adjusts accruals as new remedi-

ation commitrnents are made, as information becomes avail-
able permitting reasonable estimares to be made and to
reflect new and changing facts.

At approximat<ly 45hazardous waste sites, the

Corporation is conresting irs alleged liability (including sites

at which the Corporation has asserted thar it is not a pRf; or
is contesting the Corporation's dlocation of raponsibility,
or is contesting the proposed remedy) for cleanup costs as-

serted by the U.S. Environmental Protection Agency The
Corporation anticipates that its ultimate liability in the aggre-

gate at thos€ sites will not have a material adverse effect on
the consolidated financial position of the Corporation, but
could have a materid effect on the consolidated results of
operations in a given year (see Note 2 2 on page 43).

Estimates of future costs of environmental protection
are necessarily imprecise due to numerolts uncertainties, in-
cluding the impact of new laws and regulations, the availabil-

ity and application of new and diverse technologies, the

identification of new hazardous waste sites at which the

Corporation may be a PRP and, in the case of Superfund
sites, the ultimate allocation of costs among PRP's and the fi-
nal determination of the remedial requiremens. Subject to
the inherent imprecision in estimating such future costs, but
taking into consideration the Corporation's experience to

date regarding environmental matters of a similar nature and
facts currently known, the Corporation estimates that world-
wide expenses for environmental protection, expressed in
1991 dollars, should average about $150 million annually
over the next five years. Worldwide capital expenditures for
environmental protection, also expressed in 1991 dollars,

are expected to average about $95 million annually over the
same period. Management anticipates that future annual

costs for environmental protection after 1996 will continue
at comparable levels to the five-year average estimates.

Subject to the inherent imprecision and uncertainties
in estimating and predicting funJre costs of environmental
protection, it is management's opinion that any future an-

nual costs for environmenal protection in excess of the

4l
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$ (10)

40

7

20

6

(e)

$ (45)

Cosfs Relatlng to Protection of the Environment

Iflorldwide costs relating to environmental protection con-
tinue to grow, due primarily to increasingly stringent laws

and regulations and to the Corporation's commitment to
rigorous internal standards. In 1991, worldwide expenses of
continuing operations related to environmental protection,

including expenditures and accruals for compliance with
Federal, state and local laws regulating solid and hazardous

wastes and discharge of materials to air and water, as well
as for waste site remedial activities, totaled $184 million.
Expenses in 1990 andl989 totaled $158 million and

$153 million, respectively. In addition, worldwide capital

expenditures relating to environmentd prorection in 1991

aggregated $65 million compared with .$61 million and

$39 million in 1990 and 1989, respectively. Environmental

expenses related to the Industrial Gases business totaled

$15 million in1991andfi12 million in 1990.

The Corporation, like other companies in the U.S.,

periodically receives notices from the U.S. Environmental
Protection Agency and from state environmental agencies,

as well as claims from other companies, alleging that the

Corporation is a "potentially responsible party" (PRP)

under the Comprehensive Environmental Response,
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five-year averaige estimates stated herein, plus those costs

anticipated to continue thereafter, would not have a mate-

rial adverse effect on the Corporation's financial condi-

tion. However, such excess , if any, could have amateilal

adverse effect on results ofoperations for a given year.

lnterest Expense

Interest expense totaled $228 million in 1991, a decrease

of $41 million compared with 1990, reflecting reduced

debt and interest rates. Interest expense totaled $259 mil-

lion in 1990, essentially unchanged from the prior year'

ProYlslon fot lncome lhxes

The Corporation reported a credit for income taxes of

$50 million for 1991, representing 34.0 percent of the

pre-tax loss in the period. The tax rates fot 1990 and1989

were relatively stable, at 3 5.5 percent and 32'9 percent' re-

spectively. The tax rate in 1989 was lower than the rate of

39.0 percent in 1988, reflecting increased Foreign Sales

Corporation earnings as a proportion of total pre-tax in-

come and reversals of deferred tax credits established at

higher rates in prior years.

Statement of Financial Accounting Standards No. 109,

Accounting for Income Thxes, will modify the accounting

for income taxes (see Note 11 on page 35).

Mlnorfty hrterest and llet tncome (Loss) lrcm
Investments Canled at EquftY

Minority stockholders' share of loss in 1991was $2 mil-

lion, compared with $5 million of income in 1990. The

Ioss was primarily a result of losses from Union Carbide

Canadalimited occurring prior to the acquisition of the

minority interest by Union Carbide Corporation. Minority

share of income was $20 million in 1989. The decrease

in 1990 was principally a result of the redemption of
$249 million of preferred stock of Union Carbide Finance

corporation in the second quarter of 1990 and lower earn-

ings from the former minority interest in Union Carbide

CanadaLimited.

Investments carried at equity for the year ended

Dec. 31, 1991, include the Corporation's 50 percent share of

UCAR Carbon; Nippon Unicar Company Limited, which

is a 50 percent-owned Chemicals & Plastics corporate in-

vestment inJapan, as well as several smdler corporate

investments. lnl99l, the Corporation's share of losses of in-

vestments carried at equity totaled $21 million, principally

resulting from losses of UCAR Carbon, including a $10 mil-

lion after-tax charge (included in the previously identified

special charge) representing UCC's share of losses related to

restructuring of certain carbon production facilities. In

1990, the Corporation's share of losses from investments

carried at equity totaled $42 million. This amount includes a

nonrecurring net charge of $55 million, consisting of a loss

of $85 million from the sale of a 50 percent interest in UCAR

Carbon, partially offset by a gain of $31 million from the

sale of the Corporation's interest in KEMET Electronics

Corporation. In addition, lower income was recorded

from Nippon Unicar Company Umited. At $27 million, the

Corporation's share of income of corporate investments

carried at equity in 1989 was lower than the $33 million of

1988, mainly due to lower income from KEMET Electronics

Comoration.

lncome lmm Dlscontlnued Opentlons

Income from discontinued operations reflects the net in-

come of the Industrial Gases business as a result of the plan

to spin off this business to shareholders as a free-standing

company. Sales of Industrial Gases in 1991 were $2,459

million, a two percent increase compared with prior year

salesof $2,420million. Salesin 1989were $2,073 million.

Operating profit decreased 21 percent to $324 million in

1991 from the $409 million recorded in 1990, primarily a

result of lower operating profit in Brazil and the effects of

$11 million of special charges related to a profit improve-

ment program. Net income inl99l was $107 million,

down 11 percent from the 1990 amount of $120 million.

Net income for 1990 was nearly three times the $43 mil-

lion reported in 1989. Excluding a $45 million 1989 re-

structuring charge,1990 net income would have been up

36 percent. Results in 1990 included a $15 million gain

from divested businesses.

Accountlng Standards llo. 106-
Employerc' Accountlng tor
Postretlrcment Benellts Other Than Penslons

Statement of Financial Accounting Standards No. 106,

Employers' Accounting for Postretirement Benefits

Other Than Pensions, effective for years beginning after

Dec. 15, lgg2,willsignificantly change the accounting

for retiree benefits other than pensions. The standard re-

quires employers to account for retiree benefit obligations

(principally health care) on an accrual basis, rather than

on the current basis of "pay-as-you-9o." \(rhen UCC
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adopts the standard inl993, it is expected to have an ad-

verse effect on future reported earnings and net equity.

It will not affect the Corporation's cash flows because
payments may continue on a "pay-as-you-go" basis (see

Note 20 on page 4l).

Llquldlty, Gapttal Bcsources aN Other Flnanclal Data

lmpct of the lMastrlal fues Sptn-Olt

The spin-off of rhe Industrid Gases business is anticipated
to be completed by the end of the second quarrer of l99Z
after receipt of an Internal Revenue Service ruling or ac-

ceptable opinion of counsel that the transaction will be

tax-free. Immediately following the spin-off, Union
Carbide shareholders will have shares in two autonomous
free-standing companies - one constituting the former
Industrial Gases business of Union Carbide and the other
composed of Union Carbide's continuing operations, prin-
cipally in the chemicals and plastics business. Following is

a summary of the significant financid impacts of the spin-
off on Union Carbide's continuing businesses:
o The receivable from Industrid Gases, which aggregated

$1.038 billion at Dec. 31,1991, is expecred to be repaid
by Industrial Gases using proceeds from borrowings to
be incurred by Industrial Gases from third-party lenders.

r Proceeds from the Industrial Gases payment will be used

by Union Carbide to reduce its outstanding debt.
. Union Carbide stockholder's equity will be reduced by

the net assets of the Industrial Gases business on the
date of the spin-off. At Dec. 31, 1991, net assets of the
Industrial Gases business totaled $550 milllon.

. After the spin-off, cash flow of the Industrial Gases

business will no longer be available to Union Carbide.

Similarly, Union Carbide cash flow will no longer be

available to Industrial Gases. In l99l and 1990, Union
Carbide transferred $7 million and $5 million, respec-
tively, to Industrial Gases. In 1989, Industrial Gases

transferred $3 million to Union Carbide.

G*h Flow lmm Contlnulng Opentlons

Cash flow from operations increased to $481 million in
1991 from $427 millionin 1990. Lower net income in l99l
(adjusted for noncash charges) was more than offset by
lower customer receivables and collection of a note from
Public Service of Indiana of $94 million. Cash flow from
operations in 1989 included the $255 million cash payour,
net of insurance proceeds, associated with the settlement
of the Bhopal litigation.

cash Flow trum (Used tor) lnvesilng

Cash flow from (used for) investing includes capital ex-
pendiures, investments, and proceeG from the sale of
assets and businesses, and net cash transferred to Union
Carbide Industrial Gases Inc. Capital expenditures for 1991

totaled $400 million as compared ro $381 million int990.
Major domestic capital projects in 1991 included rebuilding
ofthe Seadrift ethylene oxide unit and continued expendi-
tures for the conversion ofa plant at Thft, La., to an oxygen
process and conrinuous catalyst facility. Approximately
85 percent of capital spending for the last three years was

in the U.S. and Puerto Rico. Of expenditures over the last
three years, approximately 35 percent were directed to
new capacity, 42 percent to cost reduction and replace-
ment, and 23 percent to environmental, safety and health
facilities.

During 1990, totd investments of $204 million
included the purchase of the TRITON surfactant and
alkylphenol business. Proceeds from sales ofassets in
1991 included receipt of $213 million from Mitsubishi
Corporation in connection with the sale of 50 percent of
the Corporation's equity in UCAR Carbon Company, Inc.,
and collection of $205 million on a note from UCAR

Carbon. In 1990, proceeds from the sale ofbusinesses
included the sale of the polysilicon business, the pri-
mary alcohol ethoxylates business, and Union Carbide's
50 percent interest in KEMET Electronics Corporation. Sale

of the urethane polyols and propylene glycol business was
included in 1989 proceeds.

At De c. 3l , 1991 , the cost of comple ting authorized
construction projects was estimated to be $260 million, of
which $ 14 million is covered by firm commitmenrs.

Cash Flow Used lor Flnanclng

Cash flow used for financing includes UCC and minority
stockholder dividenG andfunds used to buy back com-
mon stock and debt changes, offset in part by proceeds
from sales of common stock pursuant to the Corporation's
dividend reinvestment and employee savings and incen-
tive programs. Cash flow used for financing increased to
$ 569 million from $ 167 million in 1990, primarily as a result
ofincreased net debt paydowns. Net debt reductions, ex-
clusive of foreign currency effecrs, aggregated$432 million
in the current year as contrasted to net debt borrowings of
$506 million in 1990. Proceeds from 1990 borrowings
were used to funda2D.3 million-share common stock re-
purchase in the fourth quarter of l,990,inaddition to the

1

I
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redemption of $249 million-Asset Backed Short-Term

Auction Rate Preferred Stock (STAR Preferred). The

Corporation's ratio of debt to capital was 52 percent at

Dec. 31, 1991, versus 54percentatDec. 31, 1990. Net debt

paydowns totaled $38 million in 1989.

In September 1990, the Corporation's Board of

Directors authorized an Employee Stock Ownership Plan

(ESOP). This Plan was effective Jan. 1 , l99l . In the fourth

quarter of 1990, the ESOP bortowed$325 million from

Union Carbide Chemicals and Plastics Company Inc.

("UCC&P Inc.") and utilized the cash to acquire 15.1 mil-

lion shares ofa new series ofconvertible preferred stock

from the Corporation, The receivable was later assigned to

the Corporation.

At Dec. 31,1991, Union Carbide had approximately

$1.1 billion of unused borrowing capability under existing

major bank credit agreements.

Certain consolidated domestic and international

subsidiaries are restricted by borrowing arrangements'

regulatory restraints, or the laws of national and locd

governments as to their ability to transfer funds to the par-

ent in the form ofcash dividends, loans or advances. At

Dec. 31, 1991, the amount of such restricted net asse$ was

$40 million. In addition, there are similar restrictions on

our unconsolidated subsidiaries of $52 million.

The Corporation has guaranteed the payment of prin-

cipal; premium, if any; and interest on all public debt of

UCC&P Inc. Under certain of the instruments relating to

such debt, UCC&P Inc. is restricted from paying cash divi-

dends to UCC if its total equity less intangible assets is less

than $450 million. Total equity less intangible assets was

approximately $2 billion at Dec. 31, 1991. UCC&P Inc. is

also restricted from making such payments if it is in default

under these debt instruments.

Capftal

Capital employed represents total assets less noninterest-

bearing obligations. It is provided by creditors and

shareholders, and is equivalent to the sum oftotal debt,

minority interest and stockholders' equity

Following is an analysis of UCC's capital for the past

three years:

Millions of dollars

Chemicals & Plastics

Due from Industrial Gases

Net assets of discontinued business

Other

Total UCC consolidated

r99r 1990 1989

t 3,03E $3,102 $2,877

1,03E 989 1,224

550 645 t27

(32'1 602 59r

t4,694 95,338 $5,Jt9

In connection with the proposed Industrid Gases

spin-off, the receivable from Industrial Gases will be paid'

Proceeds from such repayment will be used by Union

Carbide to reduce its outsnnding debt, and Net assets of

discontinued business will be eliminated. Other capital in-

cludes miscellaneous receivables and payables as well as

investments in noncore businesses' In recent years, the

Corporation has initiated a number of actions to minimize

the amount of capital invested in other than core opera-

tions. It is anticipated that following completion of the

Industrial Gases spin-off, substantially all capital will be in-

vested in Chemicals & Plastics operations.

Iieht Ratlos

Total debt outsnnding at year-end for the past three years

was:

Dollar amounts in millions

Domestic

International

Total

r99r 1990 t989

1r,962 $2,J00 6rp29

480 58J 728

j2,442 t2,883 fi2,617

Year-end ratios of total debt to total capital were:

Debt ratio

rggr 1990 1989

52,0o/" 54.0% 49.9%

Total debt includes short-term debt, long-term debt

and the current portion of long-term debt; total capital

consists of total debt plus minority stockholders'equity in

consolidated subsidiaries and UCC stockholders' equity'
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Raw Mafurtals and Mailrets

Analysls of Change ln Earnlngs per Gommon Shate

Dollars per common share '91 vs. '90 '90 vs. '89

Primary earnings per common share,

1990 and 1989 , 2.rg t 4.07

Total gross margin - l.r8 - l.6l
Research and development - 0.06

Selling, administrative and other expenses +O.26 - 0.12

Depreciation and amortization - 0.04 - 0.08

Interest on long-term and short-term debt + O.lt - 0.01

Other expense (income) - r.t5 - 0.08

Effective income til( rate - 0.02 - 0,07

Minority stockholders' share

of income (loss)

UCC share of net income (loss) from
corporate investments carried at equity + 0.15 - 0.49

Preferred stock dividend, net of taxes - 0.r3

Discontinued oDerations - 0.10 +0.54

Decrease in shares outstanding - 0.02

Net change - 2.4r - 1.88

Primary earnings (loss)per common share,

199rmdr990 t(O.22) $ z.r9

Union Carbide buys liquefied petroleum gas and naphtha
and makes ethylene and propylene. The ethylene and pro_
pylene, both manufactured and purchased, are used to
make the following products: polyethylene for pipe , elec-
tricd insulation, wr?pr begs, bottles and other products;
ethylene oxide/glycol and derivatives for antifreeze, poly-
ester fiber, polyester film, petroleum processing, coatings,
lubricants, cosmetics, surfactants and other uses; and alco-
hols for coatings, pharmaceuticals, preservatives, deter-
gents and cosmetics. The Corporation makes and buys
othermaterials to produce acrylater andacetic esters for
coatings, latexes, packaging and other products. From
manufactured or purchased chemicds, Union Carbide
produces the following specialty chemicals: specialty gly-
col ethers, alkyl alkanolamines, acrolein, ethylidene nor-
bornene and polyvinyl acetate. These specialty chemicals
are used in the cosmetics, microbiocides, electronics, au-
tomotive, aerospace, oil and gas and industrial lubricant
industries, and as chemical intermediates for pharmaceuti-
cals and agricultural chemicals, Silicones are used in the
manufacture of lubricants, electronics, pharmaceuticals,
glass fiber and personal care products. Union Carbide's
products are sold directly by its own sales force and
through distributors worldwide, and are shipped by rail,
barge, ship, pipeline and truck.

+ 0.05 + 0. 10

22



heognphlc $egment Data

(Millions of dollars)

Sales 1991 1gg0' 1989'

United States & Puerto Rico ,3,530 iJ,827 l4,r9r

Canada

Europ€ 5to 594

Latin America

Far East & Other

Internationd operations 1,347 t,4rr 1,422

Totd UCC Consolidated ]4,t77 'i5,238 t5,513

Opereting profit [oss) 1991 1990' 1989',

United States & Puerto Rico tE9 | 556 i 87J

Cenada

Europe

Latin America

Far East & Other

International operations

Inter-segment eliminations

Totd UCC Consolidated I r22 , 624 $ 1,003

Identlflable assets 1991 1990' 1989'

United Sntes & Puerto Rico lr,7t2 i3,826 $4,0r3

Europe

Latin America

Far East & Other 3r7 274

International operations l,16g 1,261 1,206

Inter-segment eliminations (120) (ee) (187)

Total UCC Consolidated ]4,761 $4,988 $4,632

'Restated (see Note 3 on page 32)

2jlr92I5E

178L6/

425438439

7919(22)

21t4

L2r3

19

13ro/

(l)ll

40)l6r
3693473tr
130t32r40
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totes to Geognphlc Segment Data

The following table reconciles operating profit with the
consolidated financial statements. (The term operating
profit is used as defined in Statement of Financial
Accounting Standards No. 14.)

Millions of dollars 199r 1990 1989

Operatingprofit , r22 t 624 fi,003
Less: General expense

(income)-net

The Corporation's most significant partnerships in-
clude UOB Perromonr and Company, Limited (a limited
partnership interest ofa Canadian subsidiary) and a
Carbide/Shell polypropylene pannership.

The l99l operaring profit of the United Stares &
Puerto Rico segment includes special items aggregating
f l55 million relating to special charges and the sale and
wind-down of the transformer retrofill service business of
the Unison Transformer Services subsidiary.

The 1990 operating profit of the United Sates &
Puerto Rico segment includes gains of g3l million from
the sde of the primary dcohol ethorylates business and
$24 million from the sale of the polysilicon business.

The 1989 operating profit of the United States &
Puerto Rico segmenr includes a gain of $l0l million from
the sale of the worldwide urethane polyols and propylene
glycols businesses and a charge of $90 million resulting
from a write-down to net redizable value of the polysili
con business.

Interest on long-term

and short-term debt

(r0) _q)

259 2@

4r

228

Income (loss) before provision

for income taxes-
continuing operations , (r47) 

' 
365 t 780

The following uble reconciles identifiable assets with
the consolidated financid sratements:

Millions of dollars 1991 1990

Identifiable assets ]4,76r t4,988 
'4,632Investments and advances 27r 310 551

Corporate assets

Due from Industrid Gases 1,0t8 989 r,224

Net assets of discontinued business

Due from UCAR Carbon

Other assets held for sde

Total UCC Consolidated t6,t26 ,7,389 t7,355

Operating profit in 1991 includes the Corporation's
share of loss before income taxes of 122 million from part-
nership joint venrures canied at equity. In 1990 and 19g9,
operating profir included income of $70 million and
$82 million, respecrively.

t57ll0106

545650

226
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Quarterly lrata

Year4a3Q'2qlQ'Millions of dollars

r99r
Net sales 81,323 fi1,212 $1,191

Costofsales 96 913 934

Depreciation and amortization 75 70 7l
Income (loss) from continuing operations 56 22 (107F

Net income (oss;-commonitockholders 78 46 (89F

r990

$ l,151
957
7l

(87)d
(63Y

$4,877
3,770

287
(1 16)

(28)

Net sdes
Cost ofsdes
Depreciation and amortization
Income (loss) from continuing operations
Net income - common stockholders

$1,279
927

65
57
94

$1,275
942

70
8T

tt6e

$1,356
99r

74
62t
9lt

fil,348
1,012

69
(28)s

78

$5,238
3,872

278
188

308

3Q2QlQ 4Q Year
Dollars oer common share

$ 0.13
0.36
0.1 5

0.35
0.25

2r.50
15.53

Primary income (loss)from continuing operations $ 0.40

Primary net income (loss) 0'52

fuly diluted income (los)from continuing operations 0.40

Fully diluted net income (loss) 0'54
Dividends 0.25

Market price-high'
Market price-lowt

20.53
r5.r3

$ (0.88)b
(o.7of
(0.s8)b
(o.7of
0.25

22.53
19.63

$ (0.72)d $ (1.06)
(0.49)d (0.22)
(o.tzy,n (1.06)h
(0.49)d,h (0.22Y
0.25 1.00

21.00 22.63
16.38 r5.r3

1990

Primary income (loss) from continuing operations
Primary net income
Fully diluted income (loss) from continuing operations
Fully diluted net income
Dividends

I O.47
o.6
0.47
0.55
0.25

24.88
20.r3

$ 0.61e
0.81e

0.5tr
0.7r
0.25

22.50
18.53

fi 0.43t
o.63t
0.$r
0.62f
0.25

20.63
r4.r3

$ (0.2l)s
0.05 s

(0.20)s
0.05 s,h

0.25
18.13
r4.38

$ r.34
2.rg
r.34
2.13
1.00

24.88
14.r3

Market price-highi
Market price-low'

a) Restated (see Note 3 on pag€ 32).

b) lncludes an after+ax special charge of t1 14 million, or t0.89 per common
sharc primary (see Notc 6 on page 34).

c) Includes an aftcr-tax specid charge of 3l2l million, or 30.95 per common
sharc primary (see Note 6 on page 34).

d) lncludes an after-tax special charge of f46 million, or 10.36per common
shere primary (see Note 6 on page 34).

e) Includes an aftcr-tax gein of 3 l9 million, or t0. I 3 per common share primary
(io. t2 pet co--on shie tully diluted), from the sde of the primary dcohol
ethoxylates business.

n lncludes an after-tax gain of f20 million, or t0 14 per common share primary
(io. t 3 per comon shie fully diluted), from the sale of the polysilicon business

q) lncome (loss) from continuing operations inclurles an after-tex charge of
i'ae .ittioti, ot 10.64 per comm-onlhare primary (f 0 60 per common share

n ttu Oitut.dt. fto- thb sale ofa 50 percent interest in the carbon producs
Uuiiness anci an after-tax gain of t3i million, or t0.23 P€r common shile
orimzrv $O.22 oer common share fully diluted), from the s2le of the
'corooiaiion's 5b percent interest in KEMET Electronics Corporation Net

trrc<ime (loss) - cbmmon stockholders includes the forqoing, plus an

eddition;l afier-Bx cain of I l0 million, or t0.07 per cornrnon share primary

iiO.06 per co.mon-share tully dilurcd), from the sde of the Corporation's
50 oerdent interest in Lincare Inc.

ht ihe fultv diluted Der common sharc amount is antidilrtrive and, accordingly'
piimary arid futty diiuted per commonshare amounts are identical

i) Prices are based dI New York Stock Exchange composite transactions'
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Selected Financial Data
Union Carbide Corporation and Subsidiaries

Dollar amounts in millions (except per share figures) r99r tgg0e t98y 19884 19874

From the Income Statement
Net sales
Cost of sales

Research and development
Selling, administrative and other expenses
Depreciation and amortization
Interest on long-term and short-term debt
Pre-tax income (loss) from continuing operations
Provision (credit) for income taxes
UCC share of net income (loss) from

corporate investments carried at equity
Income (loss) from continuing operations
Income from discontinued operations
Net income (loss)-common stockholders
Per common share

Primary -Income (loss) from
continuing operations

-Net income (loss)
Fully diluted-Income (loss) from

continuing operations

-Netincome (loss)

| 4,977
3,770

r57
40E
287
228

(r47)
(501

(2r)
(l 16)
r07
(28)

t (1.05) $

(o.22)

(1.05)
(o.22)

fi 5,238
3,872

157
465
278
269

365
130

(42)
188
120
308

fi 5,613
3,905

r43
442
261
268
780
)<1

)1
530
43

573

$ 3.75
4.07

3,63
3.92

$ 5,525
3,595

124

394
?<<

172

978
381

33
60s

>+
662

I 4.48
4.88

4.29
4.65

$ 4,423

3,201
r23
378
254
r93
26r
95

r3
173

59
232

l

I

Ir.34
2.rg

1.34
2.r3

r.32
1.76

r.3z
1.75

From the Balance Sheet (At Year-end)
Net current assets of continuing operations
Total assets

Long-term debt
Total capital
UCC stockholders' equity
UCC stockholders' equity per common share

t 178
6,826
1,160
4,694
2,239
17.55

$7
7,389
2,058
5,338
2,373
18.88

fi22
7,355
2,050
5,319
2,383
16.83

814
7,327
2,271
4,905
1,836
13.34

$ 325
6,915
2,942
4,637
1,247

9.43
OtherData

Dividends on common stock
Dividends per common share
Common shares outstanding (thousands at year-end)
Market price per common share-highu
Market price per common share-lowb
Capital expenditures
Number of employees - continuing operations

(at year-end)

I 126
1.00

t27,607
22.63
r5.r3

400

16,705

$ 138
1.00

125,674
24.88
r4.r3

381

17,722

fi r40
1.00

141,578
33.25
)) 1<

483

18,032

$ r55 $ r95
1 .15 1 .50

137,602 132,249
28.38 32.50
17.00 15.50
380 r93

17,258 18,071

i

I

I

I

1Selected Financlal Ratlos
Total debt/total capital (at year-end)
Income from continuing operations/

Av eage UCC stockholders' equity
Dividends on common stock/income

from continuing operations

52.Oo/" 54.0%

7.9o/o

73.4%

49.9o/o

25,1o/o

26.4%

56.r% 67.r%

39.4% r5.4%

25.5% 112.7%
a) Restared (see Note I on page 12)
b) Prices are based on New York Stock Exchange composite transactlons.

Primary earnings per common share are based on the-weighted average number ofcommon and common equivalenr shares outstanding during the year. Fully diluted earnings percommonsharearecalculatedassumingconversionofconvertibIesubbrdinateddebenturesdue20l2andcohveItiblepreferredstock.etcutentrsets
assets,excludingnetassetsheldforsalelesstotalcurrentliabilities.Tbtaldebtconsislsofshort.termdebt,long.termddbtan
consists of Tbtal debt plus Minority stockbolders' equity in consolidated subsidiaries and |JCC stockbolders,"eauitu
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Consolidated Statement of Income
Union Carbide Corporation and Subsidiaries

Millions of dollars (except per share figures), year ended December 31, L99r 1990. 1989.

Net Sales 14,877 $5,238 $5,613

Cost of sales, exclusive of depreciation and amortization,
shown separately below

Research and development
Selling, administrative and other expenses
Depreciation and amortization
Interest on long-term and short-term debt
Other expense (income)

Income (Loss) before Provision for Income Taxes-
Continulng Operations

Provision (credit) for income taxes

I*;. G"*);f ilt"ltd;;a c"-p."r.. - co11tuslng operations
Less: Minority stockholders' share of income (loss)

Plus: UCC share of net income (loss) from
corporate investments carried at equity

Income (Loss) from Contlnuing O,perations

3,770
r57
408
287
228
174

3,872
r57
465
)19,

269
(r5e)

3,905
r43
442
26r
268

(185)

(r47)
(t0)

780
)<1

365
130

(9t1
(21

___ (2r)
--itiie) --r

235
5

(42)

523
20

)1

Income from discontinued operations, net of income taxes

and minority interest r07

188

120

fi 530

43

Net Income (Loss) (e)
19

308 573

Preferred stock dividends, net of income taxes

Net Income (Loss)- Common Stockholders t (2E) $ 308 fi 573

Earntngs per Common Share
Primary - Income (loss) from continuing operations

Income from discontinued operations
Net income (loss)

Fully diluted-Income (loss) from continuing operations
Income from discontinued operations
Net income (loss)

Cash Dlvldends Declared per Common Share

r (1.06)
t 0.E4
t (0.221
0 (1.06)
t o.84
t (o.22)
t 1.00

$ r.34
$ 0.85

$ 2.r9
$ r.34
$ o.79
I 2.r3
$ 1.00

$ 3.76
$ 0.31

$ 4.07
$ 3.53
$ o.29
$ 3.92
$ 1.00

;

I

i

;

I
I
I

;
I

I
I

r
r
I

*Restated (see Note 3 on page 32).

The Notes to Financial Statements on pages 3l through 45 should be read in conjunction with this statement
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C o nso I idate d h la nce $lleef
Union Carbide Corporation and Subsidiaries

Millions of dollars at December 3l,

Assets

Cash and cash equivalents
Notes and accounts receivable
Inventories

Raw materials and supplies
til(ork in process
Finished goods

Prepaid expenses
Due from Union Carbide Industrial Gases

Due from UCAR Carbon
Net assets held for sale

Total Current Assets

Property plant and equipment
Less : Accumulated depreciation

NetFixedAssets

Companies carried at equiry
Other investments and advances

Total Investments and Advances

Net assets of discontinued business
Due from Union Carbide Industrial Gases

Other assets

Total Assets

Llebilltles and Stockholders' Equlty

Accounts payable
Short-term debt
Payments to be made within one year on longterm debt
Accrued income and other taxes
Otier accrued liabilities

Total Current Liabiltttes

Long+erm debt
Other long-term obligations
Deferred credits
Minority stockholders' equity in consolidated subsidiaries
Convertible preferred stock
Unearned employee compensation
UCC stockholders' equity

Common stock
Authorized - 500,000,000 shares
Issued- 130,256,120 shares (128,338,64 shares in 1990)

Additional paid-in capital
Equity adjustment from foreign currency translation
Retained earnings

Less: treasury stock, at cost - 2,648,837 shares (2,64,97 5 shares in 1990)

Toal UCC Stockholders' Equity
Toal Ltabilities and Stockholders' Equity

t64
846

r99r

r46
56

J27

r990,

fi54
1,103

150
75

347

529
r33

1,039

3r
2,&l
5,542
3,o4t
2,499

479
124

603

650

433

t6,826

582
130

226
l2l

2,216

5,218
2,932

2,386

@5
r23

728

o{)
989
425

67,389

| 496
606
676
t2

642

2,4r2

1,160
415
543
r3

324
(3oo)

$ 530
446

379
100

533

2,088

2,059
)15
513
82

1)<
(325)

130
33
(8)

2,130

2,295
46

2,239

t6,826

128

7
2,284

2,419
46

) 111

$7,389
*Restated (see Note 3 on p ge 32).

The Notes to Financial Statements on pages 3l through 45 should be read in con'unction with this satemenr,
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Gonsolldated Statement ol calsh Flows
Union Carbide Corporation and Subsidiaries

Increase (Decrease) in Cash and Cash Equivalents

Millions ofdollars, year ended December 31, r99r t990 r98y

Operadons
Income (loss) from continuing operations
Noncash charges (credits) to net income

Depreciation and amortiTation
Deferred income taxes
Other noncash chargesb

Investing charges (credits) to net income
tI(orking capitalc
Long-term asses and liabilities

t(l16)

2E7
(521
225
20

(2r,
l3E

t 188

278
20
93

(6e)
(r0l)

l8

t 530

26r
57
)4

(l05)
(336)
(11l)

Cash flow from operations 35048r 427

Investlng
Capital expenditures
Investments
Redemption/sale of assets

Net cash transferred from (to) Union Carbide Industrid Gases

(400)
(47)
556

(7)

(3st1
(204)
25r

(5)

(483)
(40)
27r

3

Cash flow from (used for) investing l02 (329) (249)

flnan6fug
Short-term debt
Net borrowings (reductions) long-term debt-

pursuant to maior bank credit agreements
Other long+erm borrowings
Issuance of common stock
Purchase of common stock
Issuance of convertible preferred stock
Loan to ESOP
Long-term debt reductions
Redemption by a consolidated subsidiary of its preferred stock
Payment of dividends
Other, including minority transactions

t2l

(17)
r59

:

(695)

(r;)
(17)

55

575
87
69

(353)
325

(325)
(21l)
(249)
(138)

(2)

trj,
(t1)

r57

33
6ll

v

Cash flow used for financing (569) (167) (82)

9{."t "f 
...tr-g. rrt..n h equivdents

Change in cash and cash equivalents

(4') (23)(8)

Cash and cash equivalents beginning-of-year
10
54

(77)
13r

(4)
r35

Cash and cash equivdents end-of-year t64 ,54 $ l3l
a) Restated (see Note 3 on page 32)
b) lncludes for 1991 a t209 million noncash charge relating mainly to the corporation's profit improvement program (see Note 6 on page )4).
c) Net change in working capital by component (excluding cash end cash equivalents, due from Union Carbide
Indutrid Gses, due from UCAR Carbon, net essets held for sale, def€rred income taxes md short-term deb$:

l99r 1990 1989

(lncrease) decrease in current assets
Notes and accounts receivable
Inventories
Prepeid expens€s

Increase (decrease) in payables and accruels

t 2rl
26

1z3l
(23t'

| (35)
30
I5

(346)

t(128)
2
8

t7
lworking capital t (2r) t(101) t(336)

The Notes to Financid Statemenb on pages 3l through 45 should be read in conjunction with this statemenl
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Consolidated Statement of Stockholderc' Equity
Union Carbide Corporation and Subsidiaries

r99r
Shetes Mllllons

(inthousands) ofdollers
Shares Mllllons

(inthousands) ofdollars
Shares Mlllions

(inthousends) ofdollers

CommonStock
Balance atJenuary I
Issued:

For the Dividend Reinvestment
and Stock Purchase Plan

For employee savings
and incentive plans

Retirement of treasury shares

128,339 t 12E

587

,,0:

r4r.578 t r42 2r4.4r0 I 2r4

I

3
(75)

3
(17)

I

I

592

3,201
(17,032)

869

2,523
(75,224)

Balance at December 3l 130,256 t r30 128,339 $ 128 t41,578 $ 142

Treasury Stock
Bdance atJanuary I
Purchased under self+ender offer
Issued:

For the Dividend Reinvestment
and Stock Purchase Plan

For employee savings
and incentive plans

In a business combination transaction
Retirement of treasury shares

2,66: t 46 $-
20,332 353

76,808 fi 2,199

(l l)

(573) (16)

(76,224) (2,183)

{

(tt) : 6;)
(r7,032)

tr rl
(296)

Bdance atDecember 3l 2,649 t 46 2,565 $ 45

Additional Paid-in Capital
Balance atJanuary I
Issued:

For the Dividend Reinvestment
and Stock Purchase Plan

For employee savings
and incentive plans

Retirement of a subsidiary's
preferred stock

Retirement of treasury shares

t-

ll

22

$38 fi r,322

(r,359)

22

53

l0

)(f

(5)
(ee)

Balance at December 31 t33 $- $38
Equity Adiustment from Forelgn

Currency Translation
Balance atJanuary I

Tlanslation and other adiustments
Sale of interest in UCAR Carbon

7
(13)

(2)

t $ (e0)
73
24

$ (106)
r6

I

I
1

I

I

{
I

{
i
1

I

I
{
I
I
I
I

:

Bdance at December 3l (8) $ (90)

Retalned Earnings
Bdance atJanuary I

Net income
Dividends on common stock
Retirement of fteasury shares

Adjustment to the 1986 Special
Cash Distribution

12,284
(28)(rll

$2,293
308

(138)
(179)

$ 2,605
573

(l40)
(748)

\

The Notes to Financial Statements on peges 3 I through 45 should be read in conjunction with this statement

$2,284 fi 2,293Balance at December 3l t2,t3o



llotes to Financial fiatemenfs

hf,ex

The subjects covered by the Notes to Financial Statements

are found on the following pages:

gt0ipr,t

& tntataatCoEtg
-i. e-ffii vsri,,t t,,roiffiii

lI-:-YYL-

2l.ltr'rfficPtr,a
2. &lnnillncllflrad0un//fr4cadcc

l. Summary of Wt M Awmfing turrcbs

Prlrcliles ol Corlr;olfulatlon- The consolidated financial

statements include the accounts of all significant subsidiaries

except the Industrial Gases business, which is to be spun off
to shareholders and is included in //et assets of discontin-

ued business (see Note 3); Union Carbide India Limited and

two subsidiaries in Zimbabwe, which are includednOtber

inuestments and aduances: and in 1990 and 1989 the car-

bon producs business, which is cerried at equity in net as-

sets (see Note 4). All significant intercompany transactions

have been eliminated in consolidation. Investments in sig-

nificant companies 20 percent to 50 percent owned and

partnerships are carried at equity in net assets. In the

Consolidated Staternent of Income, Union Carbide 's share

of the net income of companies carried at equiry plus the

net gain or loss from the sale of equity interests, is reported

under the caption UCC sbare of net income (oss)frorn cor-

porate inuestmmts carried at equity. Pre-tax partnership

income is included in Other etcpense (income). Other invest-

ments are carried generally at cost or less.

Forelgn &tmrcy llunlatlon-Generally, except for Latin

Pagc

l, &tmmry ol Slgttltlcnint Anuntlng Porc/os

1 'hyly 
y'F!! !!yY 312 America, unrealized gains and losses resulting from translat-

3. flctlssafs of ,&r,ot Anad &tslnegs 32 ing foreign subsidiaries'assets and liabilities into U.S. dollars

4 &le ol lntuogt ln Mn Pmducts &lsrncss are accumulated in an equity account on the balance sheet

until such time as the subsidiary is sold or substantially or

completely liquidated. Thanslation gains and losses relating

to operations of subsidiaries in Latin America, where

hyperinflation exists, are included in the income statement.

Flnarclal lnstmnrcnb-Financial instruments are used to

hedge financial risk caused by fluctuating cunency and in-

terest rates, The amounts to be paid or received on interest-

rate swap agreements accrue and are recognized over the

lives of the agreements.

Premiums and discounts on forward exchange con-

tracts are amortized over the lives of the contracts. Foreign

currency gains and losses are recognized currently as other

income or other expense .

In addition, the Corporation may enter into unmatched

interest rate swaps as a means of offsetting earnings fluctua-

tions due to cyclical business conditions. These transactions

are marked to market and the results recognized currently

as other income or other expense .

(Bh Equlvalents- The Coqporation considers cash

equivalens to be all highly liquid investments that are

readily convertible to known amounts of cash and so near

their maturity that they present insignificant risk of changes

in vdue because ofchanges in interest rates.

lnyentorles-lnventories are stated at cost or market,

whichever is lower. These amounts do not include depre-

ciation and amortization, the impact of which is not

significant to the financial statements. Cost is determined

generally on the "last-in, first-out" (LIFO) method for most

North American companies. The "average cost" method is

used by most other subsidiaries.

Approximately 65 percent of inventory amounts

before application of the LIFO method atDec. 31, 1991

5.Flnffilftldlmrrr/r
A S.chtGllf
7. oll'p|rEpct'sc (rn@ne)

lOlffinffiWEdWhtryyln 35

ll. Irrco,tkltrcs

,2#lEUtlf
t8. *hrrtrrGrl|ftirDlhfl
llturWbsMdE$trU
1 S. trrtermtlorrd &t0aldts,rlcs

16. Longrlbm ?'/bt

17. Contcillblo Pnlonul Stod(

18. UGC Stocklpturs' EqrW

20 fuAnnentPrognns

a
a
35

35
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36

I
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(61 percent at Dec. 31, 1990), has been vdued on the LIFO

basis. It is estimated that if inventories had been valued

at current costs, they would have been approximately

$337 million and$342 million higher than reported at

Dec. 31, 1991, and Dec .31,1990, respectively.

The reduction of inventory quantities in 1991 has

resulted in a liquidation of LIFO inventories acquired at

lower costs prevailing in prior years. This liquidation

reduced cost of sales by $11 million and increased net in-

come by $7 million in 1991.

Firedlssefs-Fixed assets are carried at cost, Expendi-

tures for replacements are capitelized, and the replaced

items are retired. Gains and losses from the sde of prop-

erty are included in income.

Depreciation is calculated on a straightJine basis. The

Corporation and its subsidiaries generally use accelerated

depreciation methods for tax purposes where appropriate.

Hents,ldermt*s arrd Ooodultt-Amounts paid for
purchased patents and newly acquired subsidiaries in ex-

cess of the fair value of the net assets of such subsidiaries

have been charged to patents, trademarks and goodwill.

The portion of such amounts determined to be attribut-
able to patents is amortized over their remaining lives

while trademarks and goodwill are amortized over the

estimated period of benefit, generally five to forty years.

f,esearch and Developmenl- Research and develop-

ment costs are charged to expense as incurred. Deprecia-

tion expense applicable to research and development
facilities and equipment is included in Depreciation and
amortization in the income statement ($13 million in
1991, fi12 million in 1990 and $10 million in 1989).

lmome Dres-Provision has been made for defered in-

come taxes where differences exist berween the period
in which transactions affect taxable income and the pe-

riod in which they enter into the determination of income

in the financial statements.

Betlrcment Prcgnms-The cost of pension benefits un-

der the U.S. Retirement Program is determined by an inde-
pendent actuarial firm using the "proiected unit credit"
actuarial cost method with an unrecognized net asset at

Jan. l,1986, amortized over 15 years. Contributions to
this program are made in accordance with the regulations

of the Employee Retirement Income Security Act of 197 4.

Earnlngp pr hmnpn Sfiara-Primary earnings per

common share is computed by dividing net income
(loss)-common stockholders by the weighted average

number of common shares outstanding during the year,

and common stock equivalents related to dilutive stock

options. Fully diluted earnings per common share is com-
puted by dividing adjusted net income (loss)-common
stockholders by the weighted average number of common
shares outstanding, common stock equivalents related to
dilutive stock options, and common shares issuable upon
conversion of debentures and convertible preferred stock.

The number of common shares used to compute earn-

inp per share amounts for the years indicated was as follows:

r990 1989

Primary 126,776,208 141,012,196 140,827,913

Fully diluted 126,84r,198 152,635,571 tt0,545,223

2. flokng hmpny Formatlon

EffectiveJuly l, 1989, Union Carbide Corporation became

a holding company through a binding share exchange in
which each outstanding share of the predecessor com-
pany was exchanged automatically for one share of the

holding company. Following the exchange, the holding
company took the name "Union Carbide Corporation"
and the predecessor company changed its name from
"Union Carbide Corporation" to "Union Carbide

Chemicals and Plastics Company Inc." ("UCC&P Inc.").
UCC&P Inc. is a wholly owned subsidiary of the holding
company. A financial summary of UCC&P Inc. and its con-
solidated subsidiaries is presented in Note 10.

3. flctlssats of Montlnaed &rslaess

On Dec. 15, 1991, the Board of Directors of the
Corporation approved a plan to spin off its Industrial
Gases business to shareholders. The anticipated spin-off
will result in the Industrid Gases business operating as a

free-standing company whose common shares will be
publicly traded. The Corporation expects the spin-off
transaction to be completed by the end of the second
quarter of1992, after receipt ofan Internal Revenue

Service ruling or acceptable opinion of counsel that the
transaction will be tax-free. In the accompanying consoli-
dated financial statements, the Industrial Gases business

has been reported as a discontinued business. Previously
reported financial statements have been restated.

l99l
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The following is a summary of selected components

of income from operations of the discontinued business:

remaining 50 percent interest. The before-tax cash pro-

ceeds from the sale amounted to $233 million.

Consistent with its anticipated reduced ownership

interest in this business, the Corporation commenced

reporting its investment in this business under the equity

method of accounting in 1990 (see Note 14). Financial

statements prior to 1990 have been restated to reflect this

change. The net assets of the carbon business sold during

1991 were included in Net assets beld for sale tn the 1990

balance sheet, at net realizable value.

The following is a financial summary of UCAR Carbon

for 1990 and 1989.ln 1991 , UCAR Carbon is shown as a

20 percent to 50 percent corporat€ investment (see Note l4).

Millions of dollars

Net salesa

lncome before provision for
income taxes

Provision for income taxes

Minority interest

Net income from corporate

investments carried at equity

Net income

r99r t99o 1989

t2,469 $2,420 fi2,073

,207 t26 fl04
68 149 J2

3t i3 J6

336 1

tl07 $120 $ 43I

I

)

Millions of dollars

Current assets

Net fixed assets

Other noncurrent assets

Total assets

Current liabilities

Noncurrent liabilities and deferred credits

Minority interest in consolidated subsidiaries

Net assets of discontinued business

a) Includes net sales to Union Carbide of $41 million in l99l (S37 million in
1990 and $32 milion in 1989),

The net assets of the discontinued business have

been segregated in the Consolidated Balance Sbeet. The

following is the composition of these net assets:

Millions of dollars

Net sales

Cost of sales

Depreciation and amortization

Income (loss) before provision

for income taxes

Net income from operations

UCC share of net income (loss)

Current assets

Net fixed assets

Other noncurrent assets

Total assets

Current liabilities

Long-term debt

Other noncurrent liabilities

Minority interest in

consolidated subsidiaries

Total liabilities

Net assets

Net assets held for sale

UCC equity in net assets

l99t 1990

| 824 $ 763

2,338 1,939

289 325

13,451 $3,027

1,E622 497

5t7 r,629b

382 256

r 5t0 $ 645

1990 1989

$711 $782

550 613

>/ 46

(t) 15

17

(86) r7

$370 $31 1

497 433

24 53

$891 $797

$189 fi165

234 21r

72 50

57 50

$552 $477

$339 9320

$121 $ -
$174 fi320

)
l

a) Includes t l 038 billion owed to UCC.

b) lncludes $989 million owed to UCC.

In connection with the spin-off, it is anticipated that

Industrial Gases will repay all or substantially all amounts

due to the Corporation using proceeds from borrowings
to be incurred by Industrial Gases from third-party

lenders. The Corporation's stockholders' equity will be

reduced by the net assets of the Industrial Gases business

on the date of the spin-off.

4. Sale ol hrterest ln Garbon Prcducts Eusihess

In November 1990, the Corporation announced an agree-

ment for the sale of 50 percent of the equity in UCAR

Carbon Company Inc. and certain other wholly owned

subsidiaries engaged in the carbon products business (col-

lectively referred to as UCAR Carbon), UCAR Carbon con-

stituted the former Carbon Products industry segment.

In February 1991, the Corporation completed the sale

of a 50 percent interest in UCAR Carbon to Mitsubishi

Corporation of Tokyo and retained ownership of the

ln 1990, UCC share of net income (loss) includes a

loss of $86 million, after income taxes of $104 million,

from the sale of 50 percent of the Corporation's equity in

UCAR Carbon. The disproportionate amount of U.S. in-

come taxes on the sale primarily stems from the lower

U.S. tax basis of the investments in certain of UCAR

Carbon's foreign subsidiaries compared to their book

value, resultinginalarger reportable gain for income tax

purposes than for financial reporting. The higher book

values resulted from retention by the subsidiaries of a

substanrial portion of their earnings.
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5. Flnanclal lnstntments

Otf-hlance Sheet llcdglng Actlvftles -Union Carbide

uses various off-balance sheet financial instruments to
manage exposure to general economic and specific finan-

cial market risk caused by currency, interest rate and busi-

ness cycle fluctuations. At Dec. 31,1991, market risk was

not expected to have a materid adverse effect on the con-

solidated financial position of the Corporation.

The notional amount of Union Carbide's interest rate

swap agreements for continuing operations was $325 mil-
lion at Dec. 31,1991($825 million at Dec. 31, 1990). Under

the agreements, Union Carbide either makes payments to
or receives payments from counterparties based on float-

ing rate indices, and either receives or makes payments

based on a fixed rate U.S. Treasury security. The agree-

ments have a remaining average life of 2,9 yearsat

Dec. 31, 1991 (two years at Dec. 31, 1990), and approxi-
mately 66 percent of the swaps were offsetting (approxi-

mately eight percent for 1990).

Union Carbide uses these agreements to hedge its

debt portfolio and to offset fluctuations in earnings caused

by changes in the business cycle , All of the $325 million
outstanding agreements at Dec. 31,1991, were hedges of
the debt portfolio, converting a portion of the total debt
portfolio from floating to fixed rate liabilities ($275 million
at Dec. 31,1990). Exposure to market risk results when-

ever the floating rate indices fall below the fixed rate. At

Dec. 31, 1990, swaps with a notional amount of $550 mil-

lion were used to offset earnings fluctuations. Under these

agreements, Union Carbide made floating rate payments

and received fixed rate payments. Exposure to market risk

for these agreements results whenever the floating rate

indices rise above the fixed rate.

Forward Rate Agreements (FRA's) are used to
hedge variable interest rate exposure on borrowings.
There were no FM's oustanding at Dec. 31, l99l ($133

million at Dec.31,1990). FM's usudly mature within a six-

month period.

Union Carbide enters into foreign currency swaps to
hedge various multicurrency working capital financings in
Europe. At year-end 1991, fi82 million of such swaps were

outstanding ($148 million at Dec. 31, 1990), with an aver-

age life of 1.4 years for both periods. Under these agree-

ments, Union Carbide exchanges either U.S. dollars or a

foreign currency with its counterparties and contracts to
service the agreement in that currency-effectively re-

denominating its debt. At year-end 1991, approximately
78 percent of the swaps were offsetting (approximately

60 percent for 1990).

The amount of forward foreign exchange contracts,

used by Union Carbide as hedging protection against for-

eign currency exposure, was $514 million at Dec .31,1991
($558 million at Dec. 31,lnq. Market risk arises from
fluctuation ofcurrency rates during the period that trans-

actions are outstanding.

$gilcs ol Acglrtnts Becetvable-Union Carbide sold cer-

tain receivables with recouse to various banks for pro-

ceeds of $157 million in 1991 ($304 million in 1990 and

$472 million in 1989). At Dec. 31,1991, approximately
$35 million remains uncollected ($26 million in 1990) and
is included in contingent obligations (see Note 22)

6. Speclal Charge

Below is a summary of the before-tax special charge taken

during 1991.

Millions of dollars

Severance costs $83

Relocation and facility consolidation costs

Joint venture charges

Legal and other

$209

During 1991, the Corporation recorded a before-tax

special charge, associated mainly with the profit improve-
ment program , of $209 million ($160 million after-tax).

The charge includes severance and relocation costs total-
ing $l 18 million relating to staff reductions associated with
work process simplification efforts, anticipated staff re-

ductions triggered by the Industrial Gases spin-off, asset

sales and costs associated with consolidation of certain

customer service functions and headquarters operations.

Also included is a $60 million write-down of the
Corporation's share of UOP's fluid cracking catalyst

business. UOP is a partnership between Union Carbide

CorporationandAllied-Signal Inc. In 1991, UOP wrote
down to net realizable value certain assets applicable to its

fluid cracking catalyst business totaling $120 million, with
the Corporation's share being ,$60 million.

The balance includes $20 million mainly associated

with Bhopal-related civil litigation, including funding of
the construction ofa new hospital, and costs of
$ 1 I million representing anticipated costs of the Industrid
Gases spin-off.

These costs have been included inOtber expense (in-
come) (see Note 7).
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The after-tax charge of $150 million includes a

$10 million after-tax charge representing the Corporation's

share of losses related to the restructuring of certain pro-

duction facilities of UCAR Carbon, a 50 percent-owned

corporate investment (see Note l4).

9. GeognNrlc Segma fi hrtormatlon

Audited geographic segment dataate presented in

Geograpbic Seglnent Data on page 2J.

Union Carbide's businesses and products are de-

scribed on pages 6 through I 2 .

7. 0ther Expense (lncome)

The following is an analysis of Otber expmse (income):

Millions of dollars r990 1989

Investment income (principally

from short-term investments) r (14) $ (25) t (38)

Foreign currency adjustments 26

Special chargea

Sdes and disposals of businesses

and other assetsb (108)

(82)Partnership (income) lossc

Interest income from discontinued

businessd

Other€

I174 $(169) $(186)

lO. Unlon hrblde ClpmMls ttd
Prast&s Company Inc.

The Corporation has unconditionally guaranteed the pay-

ment of principd, premium, if any, and interest on all

debt of UCC&P Inc. registered with the Securities and

Exchange Commission.

The following is a financial summary of UCC&P Inc.

and its consolidated subsidiaries:

Millions of dollars 1991 t990 t989

Net sales t4,877 65,238 i5,5r3

Cost of sales 3,785 3,872 3,901

251rJ) Depreciation and amortization

Income (loss) from continuing

operations (r 14) )1<

Net income (loss)

Current assets t2,640 82,t51 12,220

Noncurrent assets J,r6r 4,J32 4,608

Net assets of discontinued business- 650 o{)

Total assets ,6,65t 67,r28 $7,355

Current liabilities t2,36i 
'2,147 

$1,918

Noncurrent liabilities 2,t23 2,529 2,813

Minority interest in
consolidated subsidiaries

Net assets ]2,rt2 t2,370 $2,345

l99r

l134

r49

(54)34

(70),,

(90) (108) (104)

27628'
6447

)14
a) see Note 6 - special CharSe.

b) Includes for 1991 a charge of f35 million in connection with the sale and
wind-down ofthe transformer retrofill servic€ business ofthe Unison
Transformer Setrices subsidiary. Includes for 1990 a gain of t29 million (of a

total pre-tax gain of 331 million) from the sale of the primary alcohol ethoxy-
lates business and a gain of 124 million from the sale of the polysilicon business.
Includes for 1989 a iain of t96 million from the sale of the ivoildwide urethane
polyols and propylene glycols businesses.

c) Includes Union Carbide's share (160 million) of UOP'S write-down to nit real-
izable,value certain assets applicable to its fluid cracking catalyst business (see

Nore 6).

d) Interest income from the Industrial Gases business on debt owed to
Union Carbide.

e) Includes a gain of 116 million on sale ofinterest rate swaps in l99l and ex-
Denses of t32 million related to discontinued and noncore businesses. Includes
ior 1990 expenses of t54 million related to discontinued and noncore busi-
nesses and facilities and a tl 5 million charge associated with cost reduction pro-
grams. Includes for 1989 a t90 million write-down to net realizable value ofthe
polysilicon business.

573405(7)

27982r3

8, lnlelusf Cmts

The following is an andysis of Interest on long-tenn and
sbort-term debt:

Millions of dollars l99l r990

Interest incurred on debt t245 ,284 1284

Less: Related foreign currency

adiustments

1t

*The net assets ofdiscontinued business represent the net assets ofthe
Industrial Gases business expected to be spun off to shareholders (see

Note 3). These net assels wili be ransferreb to UCC prior lo distribution
to shareholders.

1989

Mr4Interest capitalized

l22E $'269 i268
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11. Income hxes

The following is an analysis of income tar( expense:

Millions of dollars l99l
Current Deferred Current Deferred

t990 1989

U.S. Federal income nxes t(2 l) t(r3) r54 s50,17 $il6

I

I
I

i
I

i

i

I

1

I

{
/

I

I

I

(2)(2)(3)
U.S. business and research and

experimentation tax credits

U.S. state and local taxes based on income 342lrt
Non-U,S. income taxes 37r3

]2 ,(t2l il10 t20 t200 i57

Provision (credit) for income taxes t(ro) fi30 t257

The following table summarizes the tax effects of timing differences included in the deferred portion of the provision for
income taxes:

Millions of dollars r99r 19891990

U.S

Pension adiustments t15il3t12
Depreciation and amortization (71)t7
Environmental and litigation 37(5)(221

Severance costs (22)

Write-offs/write-downs of assets 43(2)(7)

Employee stock ownership plan (4)

Facilities shutdown (2)(l)(6)
I

(3)(3)(3)Lease deferrals

Alternative minimum tax (7)

Other, net 3rl0(l l)
Non-U.S.

Depreciation and amortization

Restructuring costs (7)

Other, net (4)(l)
t(t2) tt7

The consolidated effective income tax rate was 34.0 percent in1991,35.6 percent inl990 end32.9 percent in 1989. An
analysis of the difference between Prouision (credit)for income taxes and the amount computed by applying the statutory
Federal income tax rate to Income (Loss) Before ProuisionJor Incorne Taxes-Continuing Operations is as follows:

l99l 1989t990

1

I

Millions
of

dollars

Mllllons
of

dollars

%of
pre-tr(

Ioss

Millions
of

dollars

o/o of
pre-tax

income

%of
pfe-tax
income

Tax at statutory Federd rate 34.0t(50) 34.0 tr24 t265 34.0

Taxes related to operations outside the United States t.41l3.0117.4(l l)
U.S. state and local taxes based on income (6.1) 2.83.8l4

Foreign Sales Corporation (2,2)(17)(t.9)(7)3.4(5)

Reversal of timing differences (2.0) (l) (1.8)(14)(0.3)

(1.3)(10)(3.01(2.7) (11)Other, net
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I l. lt'@f/ne p,xas p.,,tn'ut

Statement of Financid Accounting Stxndards No. 109,

Accounting for Income Taxes (SFAS No. 109), was issued

in February 1992 and supersedes SFAS No. X, which the

Corporation had not yet adopted, The Corporation plans to

adopt SFAS No. 109 in the first quarter of 1993. Due to the

recent issuance ofthe new standard, the Corporation has

not determined its impact on the financial statements; how-

ever, it is beliwed that initial adoptionwill not have a mate-

rial adverse effect on stoclfiolders' equity

The following is a summary of the U.S. and Non-U.S'

components of Income (Loss) Before Proubionfor lruorne

Ta,xcs - Continaing OP erations :

Millions of dollus r99r 1990 r989

Income (loss) before provision

for income taxes:

U.S. t(r4t) t3o8 t7r4

Non-U.S,

t(147) t365 1780

The Corporation provides for taxes on undisuibuted

eunings of affiliates included in consolidated reained

earnings to the extent that such earningp are planned to be

remitted and not reinvested indefinitely. Undistributed
earnings of affiliates intended to be reinvested indef-

initely amounted to approximately $400 million at

Dec.3l, 1991.

12. Supilenenbry hlarce $/reet &ltalt

Millions of dollus at December 31, l99r r990

Notes and accounts receivable

Tradea I 556 | 796

rt6 1,1 13

Less: Allowance for doubtfrrl accouns

t 845 t1,103

Property, plant and equiPment

Landand improvements | 29t | 274

Buildings 370 348

Machinery andequipment 4,4r2 4,228

Construction in proges and other 44'

,5,t42 t5,218

Other assets

Deferred chuges t204 t
Long-term receivables

Patents, trademarks and goodwill

t 433 $ 425

Other accrued liabilities

Accrued accounts payable t 252 
' 

292

Payrolls

Severance end relocation costs

2t7

, 642 | 633

Deferred credits

Income taxesb , 36t | 324

Defered gain on sales of the

Danbury Headquarters and

Tarrytown properties

| 543 t 5r3

Equity adiustment from foreiSn

currency translation (by geographic area)

Carade | (271 ] (23)

Europe

Far East &Other

t (8)t
e) Ccttah ccdn$lcs were sold wih recoursc to v2dous bants in l9l end

1990GcNotc5I
b) Dcferftdlncoc axes rehrcd ocurant itcdls .t€tncludcd h P,e8td
;pa6as ln the atrDunt of t6l millon ln 1991 (t69 silIioo h 1990).

317

t0

358

r39l0t
6(21 l?<t2l

66
l0107

255

10999

79

44,4
(14)(lr)
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1?. Suppbmenbry Nt Flow lletall

Investlng

Increase in cash and cash equivdents

1L Gomptles @nld at Equfty

The following are financial summaries of partnerships and
20 percent to 50 percent corporate investments carried at
equity:

Partnerships

Millions of dollars l99l 1990 r989

1989r990r99r

Redemptlon/Sale of Assete
Investments redeemed

Millions of dollars

t 102 t 119 t44 Net salesa

Sale offixed and other assets 4t4 r42 227 Cost ofsales

, tt6 t 26r | 27r Depreciation

Fhprclng

Increase (decrease) in cash and cash equivalens

Millions of dollars r991 1990 t989

Short-TcrmDcbt
Net change in short-term debt

(maturities of three months

or less) t(430) t t r43

Borrowings

Reductions (3e01 (r52) (185)

t tzr t5t t r57

Nct Dorrowlngs (Reductlons)
Long-TcrmDebt-
Pursumt to Mator Bant
CredltAgrecments
Borrowings t44 $1,t70 t 397

Reductions (51) (ee5)

Other, Includlng Mlnortty Tnnsactlons
LoanpaymentsfromESOP ,12 t -
Minority purchases and dividends (291

Gasli hld tor rilormt dnil lrrcone Dras

Millions of dollars

Interest (net of amount

capitalized)

,t,502 tr.491 tt,478

l,o2g 1,005 894

344247

Partnership income (loss) (r4) 169 r5l

UCC share of partnership

income (loss)b

Current assets t tot tilO t507
Noncurrent assets 671 69r 584

Totd assets tr,r76 il,201 il,091

Current liabilities ,2% $208 
'196Noncurrent liabilities J21

Totd liabilities , 6tr , t29 $ 462

Net assets , 525 
' 

672 
' 

629

UCC equiry | 285 | 371 | 35r
a) Includesll I 1 million net sales to Union Carbide in t99l (tt26 million in 1990
and 187 mi[ion in 1989).

b) UCC share ofpartnership income (loss) has been reportedin Other expe se
(income)(seeNoteT).

20o/o-50o/o Corporete
Investments

(35+1 Millions of dollars 1991. 1990b 1989

t (r7) , 575 ti3 Net sdesc t1,057 l6t4 1634

8270(221

26355

1992129rr

Cost of sales r40 462 46
t- Depreciation

Net income (loss) (41) l8
t (r7) , (2) t- UCC share of net income (loss) (21)d 44e l0

Current assets | 5i7 t205 t305

.

{

I
I

.

{
2596t3

282453
(2)

24

Noncurrent assets

r99l t990 1989 Total assets

Current liabilities

| 237 t 234 | 276 Noncurent liabilities

t35

t1,19O 
'341

t574

, 5r7 t203 t244

t5644252

Income taxes tr1 | 70 t 235

ldblrrcrc/, hrtcEilrg drd
Flnmdng ActlYftles

In 1990, the Corporation issued tll million of rreasury
stock in a business combination transaction.

Total liabilities t 7D 
'247

t400

Net assets , r9r t94 ,t74
UCC equity t r94 t& t98

a) lncl,tl.les UCAR Carbon in 1991 (see Note 4 for a financial summary of
UCAR Carbon for 1990 and 1989).
b) For 1990, assets and liabilides exclude amounrs for KEMET Electronics
Corporation, which was sold in the fourth quarter.
c) Includes t50 million net sdes to UCC and its consolideted subsidiaries in
1991 (r39 million in 1990 and t45 milion in 1989).
d) lncludes a charge of ll0 million representing the CorDomtion's shue
oflosses related to the restructuring Sfcertain lroduction facilities of
UCAR Carbon.
e) Includes-a gain ofl3l million from the sale ofrhe Corporation's 50 percent
interest in KEMET Electronics Corporation.

(

I

I

I

l
I
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14 Gompanles Canled At Equlty po,,rtnu.,t)

For 1991, a $50 million line of credit, committed for a

l3-month period, was provided to an affiliate . It was un-

used at Dec. 3l, 1991.

The following is a summary of the components of
IICC sbare ofnet incorne (loss)from corporate inuest-

mmts carried at equity end Cornpanies carried at equity'

Millions of dollars 1991 1990 1989

UCC share of net income (loss)

from corporate investments -
20%-50o/o owned t (2r) i44 tl0
UCAR Carbon (see Note 4)

UCC share of net income (loss)

from corporate investments

carried at equity

UCC equity in net assets

partnerships l37r t351

Corporate investments -
20o/o-50%o owned

UCAR Carbon (see Note 4) r74 l?n

Companies carried at equity t479 $605 $769

15. lnternatlonal Suhtdlartes

The following is a financial summary of consolidated inter-

national subsidiaries:

Millions of dollars l99l r990

Net sales 11,347 $1,411 $r,422

Net income (loss) | (2) $ 3l $ 9

UCC share r (l)r32 6 7

Total assets tr,618 $1,802 tr,195

Less: Total liabilities 903 r,139 | ,336

Net assets t 7rt ,63 , 259

UCC equity , 704 i 607 $ 254

Union Carblde CorPoratlon
Commercial Paper, 8.36o/. effective rate

for 1990

Domcstlc Substdiary (UCC&P Inc.)

5.30% Sinking Fund Debentures, with equal

annual sinking fund payments to 1997

16. Long-Term Deht

Millions of dollars at December 31, r99r 1990

I 44r

8875

7.50% Sinking Fund Debentures due 2006,

issued at a discount (effective rate 7.55%) with

annual sinking fund payments to 2005 r58 t6

t7(86)

7 .J}"/o Convertible Subordinated Debentures

due 2012, convertible into common stock at

135.50 per share

8.50% Sinking Fund Debentures due 2005, with

annual sinking fund payments to 2004 22t

9.35% Sinking Fund Debentures due 2009, with

annual sinking fund payments to 2008

9.J5% Senior Notes due 1992

98 9.71% Senior Subordinated Notes due 1994 350

14.25% Senior Notes due 1996, issued at a

premium (effective rate 13.98%)

15.00% Senior Debentures due 2006, issued at

a premium (effective rate 14.32'/")

Variable rate, medium term notes due 1996 100

Major bank credit agreement and money

market borrowings

Pollution control and other facility obligations 240 207

1989 Obligations under capital leases

Other debt - various maturities and interest rates

Internatlonal Subsldiaries
Obligation under capital lease

Borrowings under maior bank credit

agreements

Other debt-various maturities and

rntefest rates

1,944 2,179

Less: Bonds held for sinking fund

1,835 2,437

Less: Payments to be made within one year 676 379

tr,160 t2,058

345345

141
t (21) 

' 
(42) 827

190r80
t285

lt0rt0
350OU194

t9

12t2

190

31'r1

6362

61

74IE

t42l0E
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16. Long-Term l)ebt rcootrnu"at

Union Carbide has two major domestic bank credit
agreemenrs rotaling $1.1 billion, with $350 million com-
mitted until December 1993 and the remainder committed
until Decemb er 1994 . At De c . 3l , l99t , Union Carbide had
$1,056 million of available commitments under the agree-

ments and had options available to borrow at various rates

on a revolving basis. The effective interest rate on borrow-
ings under the agreements was approximately 6,2 percent
in 1.991 (8.0 percent in 1990 and 8.9 percenr in 1989). The
Corporation has guaranteed UCC&P Inc.'s borrowings un-

der the agreements,

The bank credit agreements and the indentures for
debt contain various restrictive covenants. These cove-
nants, among other things, restrict the ability of Union
Carbide or UCC&P Inc. to merge with another entity, in-
cur or guarantee debt, create liens against assets, sell or
transfer certain assets, pay dividends or make other distri-
butions beyond certain limits with respecr to UCC&P
Inc.'s capital stock, sell shares ofa subsidiary's capital
stock or issue preferred stock of a subsidiary. Also, the

bank credit agreements require Union Carbide to meet
leverage, net worth and interest coverage ratios.

At Dec. 31,1990, the Corporation's commercial paper
borrowings were classified as long-term debt, pursuant to
revolving credit agreements discussed above

Upon distribution of UCIG stock to shareholders (see

Note 3), the Corporation will adjust the conversion price
of the 7.5 percent Convertible Subordinated Debentures,
as required by the applicable antidilution provision of the
indenture.

Certain payments that are expected to be made from
the proceeds of the retirement of UCIG's obligation to UCC

are classified in Payments to be made witbin one year on
long-term debt.

Pollution control and other facility obligations repre-
sent state, commonwealth and local governmental bond
financing of pollution control and other facilities. These

tax-exempt obligations mature at various dates from 1992

through 2021, andhave 
"n 

average annual effective
interest rate of7 .4 percent.

At Dec. 31,1991, $95 million of consolidated assers

was pledged as security for $97 million of subsidiaries'
debt.

Paymens due on long-term debt in the four years af-

ter 1992 are:1993, $29 million; 1994, $2lmillion; 1995,

$37 million; 1996, $147 million.

17. Convertlble Prcfened Stock

In September 1990, the Corporation's Board of Directors
authorized the Union Carbide Corporation Employee
Stock Ownership Plan (ESOP), which became an integral
part of the Corporation's defined contribution benefit
plans onJan. 1,1991.1n November 1990, the Trust for
the ESOP purchased 15.1 million shares of a new series

of convertible preferred stock (ESOp Stock) from the

Corporation for $21.50 per share, or an aggregate pur-
chase price of $325 million. The purchase was funded by a

l5-yar,10 percent loan from UCC&P Inc. This loan was

subsequenrly assigned to the Corporation and is recorded
on the balance sheet as [Jnearned employee compmsation.

The ESOP Stock, which has been classified outside of
stockholders' equity, is convertible into the Corporation's
common stock at a ratio of one-to-one and has a liquida-
tion price of $21.50. The ESOP Stock has preference in liq-
uidation and each share has the same voting rights as one
share of common srock. The ESOP Stock annual dividend
rare is $1.90 per share (a yield of 8.84 percent). Dividends
on dlocared shares are credited quarterly to participating
employees'accounts in the form of additional shares of
ESOP Stock. Unearned employee compensation is re-

corded as a reduction of the value of the ESOp Stock and
is reduced as ESOP Stock is allocated by the Tiustee to par-
ticipants' accounts.

The terrns of the ESOP Stock provide that the ESOp

conversion price, liquidation price , dividend and number
of shares of ESOP Stock will be adjusted upon the distribu-
tion of UCIG srock to shareholders (see Note 3) so that the
interests of the ESOP shareholders are nor diluted.

Substantially all full-time employees in the U.S. are eli-
gible to participate in the ESOP through the Corporation's
matching contribution of 50 percent on employee contri-
butions up to prescribed limits. Record ownership of the
ESOP Stock can be held only by the rrusree for the ESOp
Cost of the ESOP is recognized as incurred and was
$28 million for 1991. During 1991, rhe ESOP credited
1,163,865 ESOP shares to employees'accounts.

It is UCC'S policy to redeem the ESOP preferred stock
with cash. During 1991,40,754 shares were redeemed.
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18, UCC Stockholderc' Equfty

At Dec. 31,l99l andl990, there were 25,00Ct,000 shares

of preferred stock ($1 par value) authorized, ,cf which
15,075,525 shares were issued and outstanding

(15,115,279 shares at Dec. ll, 1990).

In October 1990, the Corporation purchased

20.3 million shares of its common stock at a price of
$17.25 per share.

At Dec. 37,1991, Retained Earnings included

$231 million ($168 million at Dec. 31, 1990), representing

the Corporation's share of undistributed earnings of
20 percent to 50 percent-owned companies accounted for

by the equity method. Dividends received from compa-

nies carried at equity aggregated $41 million in 1991,

$37 million in 1990 and $10 million in 1989.

Certain consolidated international subsidiaries are re-

stricted by borrowing arrangements, regulatory restraints

or the laws of local governments as to their ability to trans-

fer funds to the parent in the form ofcash dividends, loans

or advances. At Dec. 31,1991, the amount ofsuch re-

stricted net assets was $40 million. In addition, there are

similar restrictions on unconsolidated subsicliaries of
$52 million.

InJuly 1989, the Board ofDirectors adopted a share-

holder rights plan and declared a dividend payable on

Aug. 31, 1989, ofone Right for each outstanding share of
common stock. Each Right entitles its holder, under cer-

tain circumstances, to buy a share of common stock at a

purchase price of $85 (subject to adiustment).

The Rights may not be exercised until 10 days after a

person or group acquires 20 percent or more of Union

Carbide Corporation's common stock, or announces a

tender offer that, if consummated, would result in 20 per-

cent or more ownership of the common stock. Separate

Rights certificates will not be issued and the Rights will not

be traded separately from the stock until then.

Should an acquirer become the beneficial owner of
20 percent of the common stock, and under certain addi-

tional circumstances, Union Carbide Corporation share-

holders (other than the acquirer) would have the right to

buy common stock in Union Carbide Corporation, or in

the surviving enterprise if the Corporation is acquired,

having a value equal to two times the purchase price of the

Right then in effect.

The Rights will expire on Aug. 31, 1999 , unless re-

deemed prior to that date. The redemption price is I cent

per Right, The Corporation's independent directors may

redeem the Rights by a maiority vote during the l0-day

period following public announcement that a person or

group has acquired 20 percent ofUnion Carbide Corpora-

tion's common stock.

19. Leases

Leases that meet the criteria for capitalizarion set forth in

Statement of Financial Accounting Standards No. 13 have

been classified and accounted for as capital leases. For op-

erating leases, primarily involving distribution equipment

and facilities, the future minimum rental payments under

leases with remaining noncancelable terms in excess of

one year are:

Year ending December 31,

1992

1993

1994

t995

1995

Subsequent to 1996

Total minimumpayments

Future sublease rentals

Net minimum rental commitments

Millions of dollars

$1 13

o')

/)
68

64

531

941

128

$81 3

The present value of the net minimum rental com-

mitments amounts to $500 million, Total lease and rental

payments (net of sublease rentals of $9 million in 1991 ,

$13 million in 1990 and$12 million in 1989) were

$90 million, $83 million and $86 million for 1991,1990

and 1989, respectively.

20. Betirement Programs

The noncontributory defined benefit retirement program

of Union Carbide Corporation ("U.S. Retirement Progrem")

covers substantially all U.S. employees and certain em-

ployees in other countries. Pension benefits are based pri-

marily on years of service and compensation levels prior

to reurement,

Pension coverage for employees of the Corporation's

non-U.S. consolidated subsidiaries is provided, to the ex-

tent deemed appropriate, through separat€ plans. Obliga-

dons under such plans are systematically provided for by
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depositing funds with trustees, under insurance policies,

or by book reserves.

\forldwide Retirement Program net pension cost

applicable to continuing operations amounted to $28 mil-
lionin 1991, $4l millionin 1990 andf,36millionin 1989.

For discontinued operations (see Note 3) net pension cost
amounted to $16 million in 1991, $14 million in 1990 and

$12 million in 1989.

The components of net pension cost for the U.S.

Retirement Program and non-U.S. plans in 1991,1990 and
1989 are as follows':

Millions of dollars l99l 1989

The actuarial assumptions used were as follows:

Discount rate for determining proiected

benefit obligation 8.5o/o

Service cost - benefits

earned during the

period |79 ,92 $80

Rate of increase in compensation levels 5.21% 6.00/o

Expected long-term rate ofreturn
on plan assets 9.25"/" 9.t%

Union Carbide Corporation and certain of its consoli-
dated subsidiaries provide health care and life insurance
benefits for eligible retired employees. These benefirs are

provided through various insurance companies and health
care providers. The annual costs, which are based on the
benefits paid during the year, are generally expensed as in-
curred. Total expenses applicable to continuing operations
for l99l amounted to $27 million ($26 million in 1990 and
$23 million in 1989). Substantially all of these expenses

related to domestic op€rations.

Statement of Financial Accounting Standards No. 106,

Employers' Accounting for Postretirement Benefits Other
Than Pensions, effective for years beginning after Dec. 15,

1992, will significantly change rhe accounting for retiree
benefits other than pensions. The standard requires em-
ployers to accounr for retiree benefit obligations (princi-
pally health care) on an accrual basis, rather than on the
current basis of "pay-as-you-go." When UCC adopts the
standard in 1993, it is expected to have an adverse effect
on stockholders' equity and reported furure earnings. It
will not affect the Corporation's cash flows because pay-

ments may continue on a "pay-as-you-go" basis.

The initial liability upon adoption of the standard
can be either written off immediately or amortized over a
20-year period. Although the Corporation has not decided
the method of transition, it is likely thar rhe obligation
will be charged ro operarions upon initial adoprion of the
standard. Ifthe Corporation adopted the standard at
Dec. 31, 1991, and elected immediate recognition, the ben-
efit obligation related to continuing operations would
have approximated $450 million, resulting in a one-rime
charge from the accounting change of approximately
$300 million after taxes. The on-going incremental after-
tax expense, i.e., the excess over the "pay-as-you-go"
amount, wouldapproximate$12 million. If the
Corporation elected to amortize the initial obligation, the
on-going incremental after-tex expense would approxi-
mate $27 million. Actual incremental expenses will
depend upon factors to be determined at the time of adop-
tion, including benefit levels, health care trends, and the
discount factor used in determining the initial liability.

lnterest cost on
projected benefit
obligation 183196

Return on plan assets

- Actual

- Unrecognized

return

f(508)

279 (229\

$ 36 i(5r7)

(261) (225) 3r2 (205)

Amortization of
net galn (10)(8)(10)

Net pension cost ,44 65t t48

The funded status of the U.S

non-U.S. plans was as followsa:

Retirement Program and

Millions of dollars at December 31, r99r

Actuarial present value ofplan benefits:

Accumulated benefit obligation,
including vested benefits of $2,072 million
at December 31, 1991, and
$1,890 million at December Jl,1990 ,(2,262) 

'(2,0r7)
Projected benefit obligation l(2,672) i(2,519)

Fair value of plan assets, primarily
invested in common stocks and
fixed income securities t 2.88r 

' 
2.474

Plan assets in excess of(less than)

projected benefi t obligation t 209 i (45)

Unamortized net asset at transition (r37) (157)

Unamortized prior service cost

Unrecognized (gains) and losses - net

63

(l 33) 100

Accrued pension (cost) benefit 12 , (39)

a) A determinarion has not yet been made of the Retirement progam assets and
obligalions which will be rransferred to UCIG in connection with the proposed
spin-off. As a result, the disclosures in the preceeding tables include in'formation
for the entire program which includes amounts applicable ro continuing
operations and the discontinued business.
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21. InceillYe Plans

In 1988, stockholders approved the 1988 Union Carbide

Long-Term Incentive Plan for key employees, which re-

placed the 1984 Union Carbide Stock Option Plan. The

Plan provides for granting incentive and nonqualified

stock options, stock appreciation rights (SAR's), exercise

payment rights (EP's), grants of stock and performance

awards. Performance awards can be paid in common

stock, in other securities of the Corporation or in cash,

The amount of any exercise payment may not exceed

60 percent of the amount by which the market price of
the common stock on the date of exercise exceeds the

option price . On exercise, the SAR's entitle the holder to

receive in cash or common stock the amount by which
the market price of the common stock (generally on the

date ofexercise) exceeds the option price. InJune 1991,

the Corporation cancelled all existing SAR awards while

leaving the holder with the underlying stock options. The

accumulated accruals relating to SAR awards were added

to Paid-In Capitd. Holders of options may be ganted the

right to receive payments of amounts equal to the regular

cash dividends paid to holders of the Corporation's com-

mon stock during the period that the option is outstand-

ing. The number of shares gtanted or subiect to options

may not exceed 15 million under the Plan. Option prices

are equal to the closing price of the Corporation's com-

mon stock on the date of the grant as listed on the New

York Stock Exchange composite transactions. Options
generally become exercisable either one year or two years

after such date. Options may not have a duration of more

than l0 years.

No further awards may be made under Union

Carbide's previous incentive plans. Some of the options

granted under these plans are still outstanding and have

terms similar to nonqualified stock options gtanted under

the 1988 plan.

For SAR's and EP's granted, income is adjusted in

each quarter to reflect the market price of the common

stock.

Changes during l99l in outstanding shares under op-

tion, SAR's and EP's were as follows:

199r

Shares under Option

v/irh
SAR's

\rith
EP'S

Options
Only

Outstanding atJanuary 1 8,610,981 I,660,100 28,06J 6,962,818

Granted during the year under the 1988 Union Carbide

Long-Term Incentive Plan j,278,100 315,000 2,92),300

Exercised during the yeara (83,267) (3,930) (79,337)

Canceled or expired during the year (45,784) (45,784)

Changes in option status during the year (2,ol i,100) 2,01 t,100

Outstanding at December 3l r l,800,230b 24,133 11,775,097

a) Oprions were exercised during l99l at prices ranging from t 1.07 to $18,75 per share. All were exercised for shares of common stock

b) Foroutstandingshares underoption at Dec.3l, 1991, optionpricesranged from 11.07 to t30.13 pershare. At Dec.3l, 1991,

5,57 1,1 1 3 shares were ex€rciseble at prices ranging from t I .07 to S30. I 3 per share.

22. Commftments aN Contlngencles

The Corporation has a contractual obligation to purchase

part ofthe output ofa Canadian ethylene plant through
mid-2004. The purchase price for the output is deter-

mined on a cost-of-service basis. Total purchases under
this agreement were $46 million, $48 million and $46 mil-

lion in 1991, 1990 and 1989, respectively. Additionally,

Union Carbide has agreed to fund its portion of any cash

deficiency in the ethylene plant's debt service costs. As

of Dec. 31,1991, that debt amounted to $45 million and

prolected 1992 interest costs are $4 million. This debt

service cost is part of the fixed and determinable obliga-

tion identifiedbelow.
The Corporation has also entered into an eight-yeer

agreement to purchase a portion of the output of a U.S.

ethylene plant. The purchase price for the output will be

based upon market prices subiect to certain minimum

price provisions. Purchases under this agreement are ex-

pected to commence in1992.
I
I
I

I
I

I

I

I

I

t
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Millions of dollars

1992

t993

r994

r995

r996

1 997 to expiration of contracts

Total

The Corporation has entered into a three-year agree-

ment to provide for the availability of terminal storage at a

domestic location. The minimum purchase price for this

agreement will be based on a fixed charge. Purchases

under this agreement are expected to begin in 1992.

The net present value of the fixed and determinable

portion of obligations under these purchase commitments

at Dec. 31, l99l (at current exchange rates, where applica-

ble), are presented in the following table:

On Feb. 24,1989, UCC&P Inc. and Union Carbide

India Limited ("UCIL")paid the final settlemenr ro rhe

Union of India with respect to the Dec. 3, 1984, methyl
isocyanate gas release at the UCIL plant in Bhopal, India.

The $470 million settlement of all claims was ordered by
the Supreme Court of India and accepted by the Union of
India, UCC&P Inc. and UCIL. UCC&P Inc. is a 50.9 per-

cent shareholder of UCIL. UCC&P Inc. paid $420 million
and was credited an additional $5 million for the payment

in that amount made by it to the Red Cross at the sugges-

tion of U.S. Judge John F. Keenan. UCIL paid the Rupee

equivalent of $45 million. The Supreme Court of India dis-

charged the previous undertaking of UCC&P Inc. in the
District Court at Bhopal to maintain unencumbered assets

having a fair market value of $3 billion. The Supreme

Court quashed all criminal proceedings related to the gas

release, and the Supreme Court proceedings provided that
the accused were deemed acquitted. On De c. 22, 1989,

the Supreme Court of India upheld the Bhopal Act under
the Indian Constitution. The Bhopal Acr was rhe main

basis on which the Union of India represented the victims.

On Oct. 3,1991, the Supreme Court of India, ruling
on petitions to review its eadier settlement order, upheld
the civil settlement of $470 million in its entirety; set aside

that portion of the settlement that quashed the criminal
prosecutions which were pending at the time of the settle-

ment and that precluded any future criminal proceedings;

required the Union of India to purchase, out of the settle-

ment fund, a group medical insurance policy to cover
100,000 asymptomatic persons who may later develop

symptoms; required the Union of India to make up any
shortfall in the settlement fund; gave directions concern-
ing the administration of the settlement fund; dismissed all
outstanding petitions seeking review of the settlement;

and requested UCC&P Inc. and UCIL to fund the capital
and operating costs ofa hospital in Bhopal for eight years,

which the Court estimated would require "around Rs. 50
crores" (approximately $19 million), with the land to be

provided free by the State of Madhya Pradesh. On Oct. 17,

1991, the Corporation and UCIL announced that together
they would provide the Government of India with up to
Rs. 50 crores for a hospital to be built in Bhopal by the
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At Dec. 31,1991, the Corporation had additiond

contingent obligations of $252 million, principally for
purchase and sale commitments related to the ordinary
conduct ofbusiness and guarantees ofoutstanding loans

and notes payable by UCIG and others. Guarantees made

by the Corporation and UCC&P Inc. included above for
certain UCIG debt and other obligations amounted to
$105 million at Dec. 31, 1991. These guarantees are ex-

pected to be eliminated prior to the spin-off of UCIG.

The Corporation is also subject to loss contingencies

resulting from environmental laws and regulations, which
include obligations to remove or mitigate the effects on
the environment of the disposal or release of certain

wastes and substances at various sites. The Corporation's
policy is to accrue environmental remediation costs for
work at identified sites where an assessment has indicated

that cleanup costs are probable and can be reasonably esti-

mated. As additional sites are assessed and costs can be rea-

sonably estimated, future charges against income are

likely. Estimates of future costs of environmental protec-

tion are necessarily imprecise due to numerous uncertain-

ties, including the impact of new laws and regulations, the

availability and application of new and diverse technolo-
gies, the identification of new hazardous waste sites, and

the determination of the Corporation's liability in propor-

tion to that of other parties. Management believes these

costs are likely to be substantial and expects them to be

incurred over an extended period of time.
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Government. On Feb. 1,1992, in the crimind proceedings

the Magistrate in Bhopal declared UCC&P Inc. and Union

Carbide Eastern, Inc. ("UC Eastern") to be "absconders"

and stated that their failure to appear in Court would result
in the attachment of their properties. UC Eastern, which
was a subsidiary of UCC&P Inc., has been dissolved and

no longer exists. In the opinion of counsel for the

Corporation, under generally recognized legal principles,

the crimind proceedings in India should not have

adverse financial consequences for the Corporation out-

side of India.

All of the suits with respect to the gas release that

were brought in the U.S. prior to the settlement have been

dismissed, except two suits in a state court, one of which
was reactivated after dismissal. At an appropriate time, the

settlement will be placed before that court. In October
1990, two suits were filed in Texas State Courts with
respect to the gas release seeking compensatory and puni
tive damages. The two suits were transferred to Federal

District Courts and subsequently dismissed on the ground

of forum non conueniens,

In addition to the above, the Corporation and its con-

solidated subsidiaries are involved in a number of lawsuits

and claims with both private and governmental parties.

These cover a wide range of matters, including, but not
limited to: trade regulation; product liability; utility regula-

tion; Federal regulatory proceedings; health, safety and

environmental matters; patents; contracts and taxes. In

some of these cases, the remedies that may be sought or
damages claimed are substantial.

t0fhile it is impossible at this time to determine with
certainty the ultimate outcome of any of the lawsuits and

claims referred to in this note, management believes that

adequate provisions have been made for probable losses

with respect thereto and that such ultimate outcome, after

provisions therefor, will not have a material adverse effect

on the consolidated financial position of the Corporation
but could have a material effect on consolidated results of
operations in a given year. Should any losses be sustained

in connection with any of the matters referred to in this

note in excess of provisions therefor, they will be charged

to income in the future.
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Management's Statement ol Responsibility tor Flnancial Statements

Union Carbide's financid statements are prepared by man-

agement, which is responsible for their fairness, integrity and

objectivity. The accompanying financial statements have

been prepared in conformity with generally accepted

accounting principles applied on a consistent basis and, ac-

cordingly, include amouns that are estimates and iudg-
mens. All historical financial information in this annual

report is consistent with the accompanying financial

statements.

Union Carbide maintains accounting systems, including

internal accounting controls monitored by a staff of internal

auditors, that are designed to provide reasonable assurance

of the reliability of financid records and the protection of as-

sets. The concept ofreasonable assurance is based on recog-

nition that the cost of a system must not exceed the related

benefits, The effectiveness of those systems depends primar-

ily upon the careful selection of financial and other man-

agers, clear delegation of authority and assignment of
accountability, inculcation of high business ethics and

conflict-of-interest standards, policies and procedures for

coordinating the management of corporate resources and

the leadership and commitment of top management.

Union Carbide 's financial statements are audited by

KPMG Peat Marwick, independent certified public account-

ants, in accordance with generdly accepted auditing sun-
dards. These standards provide for the auditors to consider

the Corporation's internal control structure to the extent

they deem necessary in order to issue their opinion on the

financial statements.

TheAudit Committee of the Boardof Directors, which

consists solely of nonemployee directors, is responsible for

overseeing the functioning of the accounting system and re-

lated controls and the preparation ofannual financial state-

ments. The Audit Committee recommenG to the Board of
Directors the selection of the independent auditors, subiect

to the approval of shareholders. The Audit Committee peri-

odicdly meets with the independent auditors, management

and intemal auditors to review and evaluate their account-

ing, auditing and financial reporting activities and responsi-

bilities. The independent and internal auditors have full and

free access to the Audit Committee andmeet with the com-

mittee, with and without management present.

,l

I

Robert D. Kennedy
Chairman and Chief Executive Officer

#'Dq
John K. !7ulff
Vice President, Controller and
Principal Accounting Officer

Danbury, Conn.
February 10, 1992
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lndependent Auditorc, Report

I

KPr4 G fta/ Z/anrrtk
Stamford, Connecticut
February 10, 1992

KPMG Peat Marwrck
To the Stockhotderc and Board of Directorc ol
U nion Ca rb id e Corponti o n

We have audited the accompanying consolidated balance
sheet of Union Carbide Corporation and subsidiaries as of
December 31,1991 andl990,and the relared consolidated
statements of income, stockholders,equity, and cash flows
for each of the years in the three_year period ended
December 31, 1991 . These consolidated financial srate_
ments are the responsibility of the Company,s manage_
ment. Our responsibility is to express an opinion on these
consolidated financial statements based on our audits.

Ve conducted our audits in accordance with gener_
ally accepted auditing srandards. Those sandards require
that we plan and perform the audit to obtain reasonable as_
surance about whether the financial statements are free of
material misstatement. An audit includes examining, on a

test basis, evidence supporting the amounts and disclo_
sures in the financial statements. An audit also includes as-
sessing the accounting principles used and significant
esttmates made by management, as well as evaluating the
overall financial sutement presentadon. r0(e believe that
our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statemenB
referred to above present fairly, in all material respects, the
financial position of Union Carbide Corporation anO suU_
sidiaries ar December 31,l99l andl990,and the resulrs of
their operations and their cash flows for each of the years
in the three-year period ended December 31,l99l,in con_
formity with generally accepted accounting principles.
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Inlormation lor Investorc

I

I 1992 Annual Meeting

The lgg|annual meeting of stockholders will be held on

Vednesday, Aprill},in the Grand Ballroom of the

Danbury Hilton and Towers, 18 Old Ridgebury Road'

Danbury, CT 06810, beginning at 10 a'm'

A notice of annual meeting and proxy statement' and

a proxy voting card, are mailed to each stockholder in

March, together with a copy of the current annual report'

General Oftices

The general offices of Union Carbide Corporation are

located at 39 Old Ridgebury Road' Danbury' CT 06817-0001

(TeL.203'794-2000)'

Inquiries from the public about Union Carbide

and its products and services should be directed to the

Corporate Information Center' Union Carbide

Corporation, Section N-0, 39 Old Ridgebury Road'

Danbury, cT 06817-000 | (Tel' 203-7 94-5300)'

Stock Exchanges

Union Carbide stock is traded primarily on the New York

Stock Exchange (ticker symbol: UK)' The stock is also

listed on the Midwest Stock Exchange and on the Pacific

Stock Exchange in the U S', and overseas on the ex-

changes in Amsterdam, Basel' Brussels' Frankfurt' Geneva'

Lausanne, London, Paris and Zurich'

Stock Records and lransler

The Corporation acts as its own stock transfer agent

through Shareholder Services, Union Carbide

Corporation, Section G-2,39 Old Ridgebury Road'

OanUury, CT 06817-000 | (Tel' 201 -7 94-1350)'

Shareholder Services maintains stockholder records'

transfersstockandcananswerquesdonsregardingstock-
holders' accounts, including dividend reinvestment ac-

counts. Stockholders wishing to transfer stock to someone

else or to change the name on a stock certificate should

contact Shareholder Services for assistance'

The Registrar is Manufacturers Hanover Trust

ComPanY ofNew York, NY

Oividend Beinvestment

Stockholders of record may purchase shares directly from

the Corporation through Union Carbide's Dividend

Reinvestment and Stock Purchase Plan' Under the plan'

shares may be purchased from the Corporation free of

commissions and service charges'

A prospectus explaining the plan in detail may be

obtained from Shareholder Services' Union Carbide

Corporation, Section G-2,39 Old Ridgebury Road'

oanuury, cT 0681 7-000 | (Tel' 2O3'7 9 4'2212)'

Stockholder Inquiries

Inquiries about stockholder accounts and dividend

reinvestment should be directed to Shareholder

Services, Union Carbide Corporation' Section G-2'

39 Old Ridgebury Road, Danbury' CT 06817-0001'

Inquiries from investors and investment-related

questions about Union Carbide should be directed to

the Investor Relations Department' Union Carbide

Corporation, Section D-4, 39 Old Ridgebury Road'

Danbury, CT 06817-000r (Tel'203'794 6440)

A package of financial material that recapitulates quar-

terly results is available on written request to Investor

Relations at the address above'

Form lllK Avaitabte

A Form 10-K Report for the year ended Dec 3l ' 
1991' will

be available in April of 1992 ' A copy without exhibits may

be obtained without charge on written request to the

Secretary of Union Carbide Corporation' Section E-3'

39 Old Ridgebury Road, Danbury' CT 06817-0001'

Union Carbide annually publishes a list of organiza-

tions receiving charitable, educational' cultural or similar

grants of $5,000 or more' This list is available to any stock-

holder on written request to the Secretary at the address

above.

Environmental Progress RePort

UnionCarbide'sEnvironmentalProgressReportcontains
information on subiects such as the company's emissions

performance; technologies we have developed for reduc-

ing or eliminating pollution; and an overview of some

community involvement activities in locations where

we operate. To obtain a copy, write to: Union Carbide

Corporation, Public Affairs Department' Section C-2'

DanburY, CT 06817-0001'
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Directorc and Otficerc

Dlrcctorc John J. Creedon 0,2,3,j)
Retired President and Chief Executive Officer of
Metropolitan Life Insurance Cr_rmoanv

c- Fted Fettercff a't't,ut
Director of various corporationsi Retired Director, president
ano Untet Operating Officer of Aluminum Company of America

Joseph E. Eeoghsn$,tt
Vice-President, General Counsel and Secretary of
Union Carbide Corporation

llany J. Gtaytz,t,tl
Chairman of the Executive Committee,
American Medical International. Inc.

James M- Hcster 0'3'6'7)
President, The Harry Frank Guggenheim Foundation

llernon E. Jordan, ly e,t,6,t)
Partner, Akin, Gump, Hauer & Feld

Bobert D. Kenneityt.r
Lnalrman and Chief Executive Officer of
Union Carbide Corporation

Ronald L. Kuehn, h.Q,4,t)
Director, Chairman, president and Chief Executive Officer
ofSonat, Inc.

H. Wlllam Uchtenberger,,.'
yresrdent and Chief Operatine Officer of
Union Carbide Corpoiation 

"

C. Peter McColough'- '; -'
Direcror and Rerired Chairman of rhe Board of
Xerox Corporation

Eozanne L. Bldgutsy't.".-'
Presidenr. Arlanric Council ofthe Unired Srares

Allce M' nfulh('5'6'7)
Visiting Professor, George Mason University

wlllam s. sneatt r:'<':'er
Director of various corporations; Retired Chairman and
Lnlet Executive Officer of Union Carbide Corporation

Bussell E. 1fufu tr's,6,t)
Chairman of World Wildlife Fund and The Conservation
Foundation

NOTES

I Memberof Audir Commitree {Chairman:JohnJ. Creedon}
z MemDrr ot Lompensation & Management Development
. Lommrrtee {Chairman: Ronald L. Kuehn. Jr.)
3 Member of Execurive Commitrce

(Chairman: Roberr D. Kennedyl
4 Member of Finance & pension Committee

(Chairman: Harrv L Grav)
5 Member of Healt'tt. Safe iy & Envrronmental Affairs Committee

(Chairman: Russell E. Triin)
6 Member of Nominating Committee (Chairman: Vernon E. Jordan, Jr.)7 Member of Public poliay Committei lCnrir-rn,1rmi, M.fi#;i"

I

Olllcerc Bobert It. Kennedy
Lhairman of rhe Board and Chief Executive Officer

H. Wlllam Llchtenbergertr)
President and Chief Operating bfficer

Wllllam lt. Joyce
Executive Vice-president, Operations

Joseph S. Byck
Vice-President. Srraregic planning

John A. Clerlcoe)
Vice-President, Tieasurer and Chief Financial Officer

Joseph E. Geoghan
vlce-president, General Counsel and Secretary

Edgar G, Hotail
Vice-President, president of Union Carbide
Industrial Geses, Inc.

lltalcolm A. Kesstnger
vlce-president, Human Resources

Gllbert E. Playfol6rtt
Vice-President, Treasurer and
Principal Financial Officer

O. Jules Romary
Vice-President, Public Affairs and Investor Relations

Ronald Ubn Mynen
Vice-President, Health, Safery
and Environmental Affairs

John K. lttttlfr
Vice-President, Controller and principal Accounting Offi cer

NOTES

I Mr. Lichrenb-erger has been drsignared Chairman and Chief
Lxecurrve L)tfrcer ol rhe Indusrrial Gases company effective wirh
thespin-off of rhe Indusrrial Cases business.'

2 Mr. C-lerico has been designared as Vice-presidenl, Treasurer and
chiefFinancial officer of the Industrtrt Crr.s co.prnv .iii.tiul
with the spin-offof the Industrial Gases busineis.

3 Mr. Playfo_rd has been designated as Vice-presidint, Treasurer and
Principal Financiat Officer;f Union Carbide Corp&aiion---- 

-"..
effective with the spin-off of the Industriaf Caiei'nusirer..
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